
Customer First
We must continue to give customers clear (and 
more) reasons to shop with us. We will be famous 
for style, value, quality and ease of shopping. This 
means well designed, brilliant quality, own label 
products at the best possible prices. We must 
offer more than today – more newness, choice and 
seasonality and desirable brands, for example in 
dorma and fogarty. We will broaden our appeal.  
We want everyone to create a home they love and  
to feel comfortable in ours.
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Independent Auditor’s Report
TO THE MEMBERS OF DUNELM GROUP PLC

Report on the audit of the financial 
statements
Opinion
In our opinion, Dunelm Group Plc’s group financial statements 
and parent company financial statements (the “financial 
statements”):

 z give a true and fair view of the state of the group’s and of 
the parent company’s affairs as at 30 June 2018 and of the 
group’s profit and the group’s and the parent company’s 
cash flows for the 52 week period (the “period”) then 
ended;

 z have been properly prepared in accordance with 
International Financial Reporting Standards (IFRSs) as 
adopted by the European Union and, as regards the parent 
company’s financial statements, as applied in accordance 
with the provisions of the Companies Act 2006; and

 z have been prepared in accordance with the requirements 
of the Companies Act 2006 and, as regards the group 
financial statements, Article 4 of the IAS Regulation

We have audited the financial statements, included within 
the Annual Report and Accounts (the “Annual Report”), 
which comprise: the consolidated and parent company 
statements of financial position as at 30 June 2018; the 
consolidated income statement and consolidated statement 
of comprehensive income, the consolidated and parent 
company statements of cash flows, and the consolidated 
and parent company statements of changes in equity for the 
52 week period then ended; and the notes to the financial 
statements, which include a description of the significant 
accounting policies.

Our opinion is consistent with our reporting to the  
Audit Committee.

Basis for opinion
We conducted our audit in accordance with International 
Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. 
Our responsibilities under ISAs (UK) are further described 
in the Auditors’ responsibilities for the audit of the financial 
statements section of our report. We believe that the audit 
evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion.

Independence
We remained independent of the group in accordance 
with the ethical requirements that are relevant to our audit 
of the financial statements in the UK, which includes the 
FRC’s Ethical Standard, as applicable to listed public interest 
entities, and we have fulfilled our other ethical responsibilities 
in accordance with these requirements.

To the best of our knowledge and belief, we declare that 
non-audit services prohibited by the FRC’s Ethical Standard 
were not provided to the group or the parent company. 
Other than those disclosed in the Audit and Risk Committee 
Report, we have provided no non-audit services to the group 
or the parent company in the period from 2 July 2017 to 30 
June 2018.

 
  

Materiality

Audit scope

Areas
of focus

Our audit approach
Overview

 z  Overall group materiality: £5.1 million (2017: £5.5 million), based on 5% of profit before 
taxation after adjusting for exceptional items

 z  Overall parent company materiality: £1.2 million (2017: £1.2 million), based on 0.5%  
of total assets

 z  The group is structured with one segment which comprises a consolidation of seven  
legal entities

 z  We conducted an audit of the complete financial information of six of these entities, 
together with additional procedures performed, including over the Group consolidation. 
These accounted for 100% revenue, 100% of profit before tax and 100% of net assets

 z Inventory provisions (Group)

 z  Presentation of exceptional items (Group)
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The scope of our audit
As part of designing our audit, we determined materiality 
and assessed the risks of material misstatement in the 
financial statements. In particular, we looked at where the 
directors made subjective judgements, for example in 
respect of significant accounting estimates that involved 
making assumptions and considering future events that are 
inherently uncertain. 

We gained an understanding of the legal and regulatory 
framework applicable to the group and the industry in which 
it operates, and considered the risk of acts by the group which 
were contrary to applicable laws and regulations, including 
fraud. We designed audit procedures at group and significant 
component level to respond to the risk, recognising that the 
risk of not detecting a material misstatement due to fraud 
is higher than the risk of not detecting one resulting from 
error, as fraud may involve deliberate concealment by, for 
example, forgery or intentional misrepresentations, or through 
collusion. We focused on laws and regulations that could 
give rise to a material misstatement in the group and parent 
company financial statements, including, but not limited to, 
Companies Act 2006, the Listing Rules and UK Tax legislation. 
Our tests included, but were not limited to, review of the 
financial statement disclosures to underlying supporting 
documentation, review of correspondence with regulators, 
review of board minutes and enquiries of management. 

There are inherent limitations in the audit procedures 
described above and the further removed non-compliance 
with laws and regulations is from the events and transactions 
reflected in the financial statements, the less likely we would 
become aware of it.

We did not identify any key audit matters relating to 
irregularities, including fraud. As in all of our audits we also 
addressed the risk of management override of internal 
controls, including testing journals and evaluating whether 
there was evidence of bias by the directors that represented a 
risk of material misstatement due to fraud. 

Key audit matters
Key audit matters are those matters that, in the auditors’ 
professional judgement, were of most significance in the 
audit of the financial statements of the current period and 
include the most significant assessed risks of material 
misstatement (whether or not due to fraud) identified by the 
auditors, including those which had the greatest effect on: 
the overall audit strategy; the allocation of resources in the 
audit; and directing the efforts of the engagement team. 
These matters, and any comments we make on the results 
of our procedures thereon, were addressed in the context 
of our audit of the financial statements as a whole, and 
in forming our opinion thereon, and we do not provide a 
separate opinion on these matters. This is not a complete list 
of all risks identified by our audit. 

KEY AUDIT MATTER HOW OUR AUDIT ADDRESSED THE KEY AUDIT MATTER

Inventory provisions
Inventory represents a significant asset on the group’s 
balance sheet and is carried at the lower of cost and net 
realisable value (“NRV”). The determination of the NRV 
provision involves judgement in assessing slow moving 
and obsolete inventory. The group’s accounting policy is to 
determine a provision based upon an analysis of the number 
of weeks’ cover of inventory (i.e. number of weeks’ sales 
held in inventory) based upon an average of the previous 
26 weeks of sales. Provisions are recorded according to 
type of inventory, the number of weeks’ cover, certain 
classifications, such as whether inventory is a continuity 
line or discontinued, and management’s assessment of the 
expected realisable value for each category of inventory.

We tested the inputs to the provision calculation, including 
the classification of inventory and sales data for 0-26 weeks, 
to reports from the buying department, which is segregated 
from the finance department, and found them to be 
consistent. This also included testing the average cost of 
inventory by agreeing the inputs to source documentation 
and testing freight and duty costs. We also re-performed 
the weeks’ cover calculation, identifying no exceptions. We 
challenged the expected realisable value of inventory by 
reference to the historical experience of selling inventory 
at below cost and management’s intended plans for future 
routes of clearance. We found that the provision rates 
were consistent with the evidence obtained, based on past 
activity, and appropriately applied.

Presentation of exceptional items
The ongoing integration of the Worldstores group, acquired 
on 28 November 2016, has resulted in further costs 
considered to be exceptional in nature during FY18. As a 
result of the post acquisition assessment of the Worldstores 
group, asset disposal / impairments, accelerated 
amortisation and inventory write offs have been treated 
as exceptional items, as well as associated integration and 
redundancy costs. 

We tested items which have been presented as exceptional 
to determine whether they are one off in nature and non-
recurring in line with group policy.

We have understood the costs which management have 
deemed exceptional and challenged the likeliness of 
whether these will occur again.

We have challenged and tested whether there are other 
costs which should be classified as exceptional and have 
found no omissions.
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Independent Auditor’s Report CONTINUED
TO THE MEMBERS OF DUNELM GROUP PLC

How we tailored the audit scope
We tailored the scope of our audit to ensure that we 
performed enough work to be able to give an opinion on 
the financial statements as a whole, taking into account 
the structure of the group and the parent company, the 
accounting processes and controls, and the industry in which 
they operate.

The group is structured with one segment. The group financial 
statements are a consolidation of seven legal entities within 
this segment, comprising the group’s operating business and 
centralised functions.

In establishing the overall approach to the group audit, we 
identified one legal entity: Dunelm (Soft Furnishings) Limited, 
which, in our view, required an audit of its complete financial 
information due to its financial significance to the group.

In addition, we also conducted the statutory audits of a further 
five non-significant legal entities such that the audit work 
was complete prior to finalisation of the audit of the group 
financial statements, thereby providing further evidence in 
support of our group opinion. 

The audits of these six legal entities, together with the 
additional procedures performed at the group level, including 
over the group consolidation, gave us the evidence we 
needed for our opinion on the group financial statements as 
a whole.

Materiality
The scope of our audit was influenced by our application 
of materiality. We set certain quantitative thresholds for 
materiality. These, together with qualitative considerations, 
helped us to determine the scope of our audit and the 
nature, timing and extent of our audit procedures on the 
individual financial statement line items and disclosures and in 
evaluating the effect of misstatements, both individually and 
in aggregate on the financial statements as a whole. 

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

 Group financial statements Parent Company financial statements

Overall materiality £5.1 million (2017: £5.5 million). £1.2 million (2017: £1.2 million).

How we determined it 5% of profit before taxation after adjusting for 
exceptional items.

0.5% of total assets.

Rationale for  
benchmark applied

We have applied this benchmark, a generally 
accepted auditing practice, as we believe this is  
the key measure used by the shareholders in 
evaluating the performance of the group.

We have applied this benchmark, a generally 
accepted auditing practice, as we believe this is the 
key measure used by the shareholders in evaluating 
the performance of the parent company.

For each component in the scope of our group audit, we allocated a materiality that is less than our overall group materiality. 
The range of materiality allocated across components was between £0.06 million and £4.8 million. Certain components were 
audited to a local statutory audit materiality that was also less than our overall group materiality.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above 
£0.25 million (group audit) (2017: £0.25 million) and £0.25 million (parent company audit) (2017: £0.25 million) as well as 
misstatements below those amounts that, in our view, warranted reporting for qualitative reasons.
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Going concern
In accordance with ISAs (UK) we report as follows:

REPORTING OBLIGATION OUTCOME

We are required to report if we have anything material to add or 
draw attention to in respect of the directors’ statement in the financial 
statements about whether the directors considered it appropriate to 
adopt the going concern basis of accounting in preparing the financial 
statements and the directors’ identification of any material uncertainties 
to the group’s and the parent company’s ability to continue as a going 
concern over a period of at least twelve months from the date of 
approval of the financial statements.

We have nothing material to add or to draw 
attention to. However, because not all future 
events or conditions can be predicted, this 
statement is not a guarantee as to the group’s 
and parent company’s ability to continue as a 
going concern.

We are required to report if the directors’ statement relating to 
Going Concern in accordance with Listing Rule 9.8.6R(3) is materially 
inconsistent with our knowledge obtained in the audit.

We have nothing to report.

Reporting on other information 
The other information comprises all of the information in 
the Annual Report other than the financial statements and 
our auditors’ report thereon. The directors are responsible 
for the other information. Our opinion on the financial 
statements does not cover the other information and, 
accordingly, we do not express an audit opinion or, except to 
the extent otherwise explicitly stated in this report, any form 
of assurance thereon. 

In connection with our audit of the financial statements, 
our responsibility is to read the other information and, 
in doing so, consider whether the other information is 
materially inconsistent with the financial statements or our 
knowledge obtained in the audit, or otherwise appears to 
be materially misstated. If we identify an apparent material 
inconsistency or material misstatement, we are required to 
perform procedures to conclude whether there is a material 
misstatement of the financial statements or a material 
misstatement of the other information. If, based on the work 
we have performed, we conclude that there is a material 
misstatement of this other information, we are required  
to report that fact. We have nothing to report based on  
these responsibilities.

With respect to the Strategic Report, Directors’ Report and 
Corporate Governance Report, we also considered whether 
the disclosures required by the UK Companies Act 2006 
have been included.  

Based on the responsibilities described above and our work 
undertaken in the course of the audit, the Companies Act 
2006 (CA06), ISAs (UK) and the Listing Rules of the Financial 
Conduct Authority (FCA) require us also to report certain 
opinions and matters as described below (required by ISAs 
(UK) unless otherwise stated). 

Strategic Report and Directors’ Report
In our opinion, based on the work undertaken in the course 
of the audit, the information given in the Strategic Report 
and Directors’ Report for the period ended 30 June 2018 
is consistent with the financial statements and has been 
prepared in accordance with applicable legal requirements. 
(CA06)

In light of the knowledge and understanding of the group 
and parent company and their environment obtained in 
the course of the audit, we did not identify any material 
misstatements in the Strategic Report and Directors’ Report. 
(CA06)

Corporate Governance Statement
In our opinion, based on the work undertaken in the course of 
the audit, the information given in the Corporate Governance 
Report on pages 50 to 61 about internal controls and risk 
management systems in relation to financial reporting 
processes and about share capital structures in compliance 
with rules 7.2.5 and 7.2.6 of the Disclosure Guidance 
and Transparency Rules sourcebook of the FCA (“DTR”) 
is consistent with the financial statements and has been 
prepared in accordance with applicable legal requirements. 
(CA06)

In light of the knowledge and understanding of the group 
and parent company and their environment obtained in 
the course of the audit, we did not identify any material 
misstatements in this information. (CA06)

In our opinion, based on the work undertaken in the course of 
the audit, the information given in the Corporate Governance 
Report on pages 50 to 61 with respect to the parent 
company’s corporate governance code and practices and 
about its administrative, management and supervisory bodies 
and their committees complies with rules 7.2.2, 7.2.3 and 
7.2.7 of the DTR. (CA06)

We have nothing to report arising from our responsibility 
to report if a Corporate Governance Report has not been 
prepared by the parent company. (CA06)
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Independent Auditor’s Report CONTINUED
TO THE MEMBERS OF DUNELM GROUP PLC

The directors’ assessment of the prospects of 
the group and of the principal risks that would 
threaten the solvency or liquidity of the group
We have nothing material to add or draw attention to 
regarding:

 z The directors’ confirmation on page 34 of the Annual 
Report that they have carried out a robust assessment of 
the principal risks facing the group, including those that 
would threaten its business model, future performance, 
solvency or liquidity

 z The disclosures in the Annual Report that describe 
those risks and explain how they are being managed or 
mitigated

 z The directors’ explanation on page 34 of the Annual 
Report as to how they have assessed the prospects of the 
group, over what period they have done so and why they 
consider that period to be appropriate, and their statement 
as to whether they have a reasonable expectation that 
the group will be able to continue in operation and 
meet its liabilities as they fall due over the period of their 
assessment, including any related disclosures drawing 
attention to any necessary qualifications or assumptions

We have nothing to report having performed a review of 
the directors’ statement that they have carried out a robust 
assessment of the principal risks facing the group and 
statement in relation to the longer-term viability of the group. 
Our review was substantially less in scope than an audit 
and only consisted of making inquiries and considering the 
directors’ process supporting their statements; checking that 
the statements are in alignment with the relevant provisions 
of the UK Corporate Governance Code (the “Code”); and 
considering whether the statements are consistent with the 
knowledge and understanding of the group and parent 
company and their environment obtained in the course of the 
audit. (Listing Rules)

Other Code Provisions
We have nothing to report in respect of our responsibility to 
report when: 

 z The statement given by the directors, on page 103, that 
they consider the Annual Report taken as a whole to be 
fair, balanced and understandable, and provides the 
information necessary for the members to assess the 
group’s and parent company’s position and performance, 
business model and strategy is materially inconsistent 
with our knowledge of the group and parent company 
obtained in the course of performing our audit

 z The section of the Annual Report on page 63 describing 
the work of the Audit Committee does not appropriately 
address matters communicated by us to the Audit 
Committee

 z The directors’ statement relating to the parent company’s 
compliance with the Code does not properly disclose a 
departure from a relevant provision of the Code specified, 
under the Listing Rules, for review by the auditors

Directors’ Remuneration
In our opinion, the part of the Directors’ Remuneration Report 
to be audited has been properly prepared in accordance with 
the Companies Act 2006. (CA06)

Responsibilities for the financial 
statements and the audit
Responsibilities of the directors for the  
financial statements
As explained more fully in the Statement of Directors’ 
Responsibilities, the directors are responsible for the 
preparation of the financial statements in accordance with the 
applicable framework and for being satisfied that they give a 
true and fair view. The directors are also responsible for such 
internal control as they determine is necessary to enable the 
preparation of financial statements that are free from material 
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are 
responsible for assessing the group’s and the parent 
company’s ability to continue as a going concern, disclosing 
as applicable, matters related to going concern and using the 
going concern basis of accounting unless the directors either 
intend to liquidate the group or the parent company or to 
cease operations, or have no realistic alternative but to do so.
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Auditors’ responsibilities for the audit of the 
financial statements
Our objectives are to obtain reasonable assurance about 
whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, 
and to issue an auditors’ report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is 
not a guarantee that an audit conducted in accordance with 
ISAs (UK) will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate,  
they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these 
financial statements. 

A further description of our responsibilities for the audit of the 
financial statements is located on the FRC’s website at: www.
frc.org.uk/auditorsresponsibilities. This description forms part 
of our auditors’ report.

Use of this report
This report, including the opinions, has been prepared for 
and only for the parent company’s members as a body in 
accordance with Chapter 3 of Part 16 of the Companies Act 
2006 and for no other purpose. We do not, in giving these 
opinions, accept or assume responsibility for any other 
purpose or to any other person to whom this report is shown 
or into whose hands it may come save where expressly 
agreed by our prior consent in writing.

Other required reporting
Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to 
you if, in our opinion:

 z we have not received all the information and explanations 
we require for our audit; or

 z adequate accounting records have not been kept by the 
parent company, or returns adequate for our audit have 
not been received from branches not visited by us; or

 z certain disclosures of directors’ remuneration specified by 
law are not made; or

 z the parent company financial statements and the part of 
the Directors’ Remuneration Report to be audited are not 
in agreement with the accounting records and returns

We have no exceptions to report arising from this 
responsibility. 

Appointment
Following the recommendation of the Audit Committee, 
we were appointed by the directors on 14 January 2014 to 
audit the financial statements for the year ended 28 June 
2014 and subsequent financial periods. The period of total 
uninterrupted engagement is 5 years, covering the years 
ended 28 June 2014 to 30 June 2018.

Mark Smith (Senior Statutory Auditor) 
for and on behalf of  
PricewaterhouseCoopers LLP  
Chartered Accountants  
and Statutory Auditors 
Birmingham 

12 September 2018
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Consolidated Income Statement
FOR THE 52 WEEKS ENDED 30 JUNE 2018

 
 
 

 
Note

2018 
52 weeks

£’m
Underlying

2018 
52 weeks

£’m
Exceptional  

Items
(Note 3)

2018 
52 weeks

£’m
Reported

2017 
52 weeks

£’m
Underlying

2017 
52 weeks

£’m
Exceptional  

Items
(Note 3)

2017 
52 weeks

£’m
Reported

Revenue 1 1,050.1 — 1,050.1 955.6 — 955.6 

Cost of sales  (546.5) — (546.5) (488.0) (0.5) (488.5)

Gross profit  503.6 — 503.6 467.6 (0.5) 467.1 

Operating costs 4 (398.9) (8.9) (407.8) (355.9) (16.4) (372.3)

Operating profit 5 104.7 (8.9) 95.8 111.7 (16.9) 94.8 

Financial income 7 — — — 0.2 — 0.2 

Financial expenses 7 (2.7) — (2.7) (2.6) — (2.6)

Profit before taxation  102.0 (8.9) 93.1 109.3 (16.9) 92.4 

Taxation 8 (21.0) 1.2 (19.8) (22.4) 3.1 (19.3)

Profit for the period  81.0 (7.7) 73.3 86.9 (13.8) 73.1 

        

Earnings per Ordinary Share – basic 10 40.1p  36.3p 43.1p  36.3p

Earnings per Ordinary Share – diluted 10 40.0p  36.2p 42.8p  36.1p
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Consolidated Statement of  
Comprehensive Income
FOR THE 52 WEEKS ENDED 30 JUNE 2018

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Profit for the period 73.3 73.1 

Other comprehensive income/(expense):   

Items that may be subsequently reclassified to profit or loss:   

Movement in fair value of cash flow hedges 1.6 1.4 

Transfers of cash flow hedges to inventory 2.6 (9.4)

Deferred tax on hedging movements (0.7) 1.4 

Other comprehensive income/(expense) for the period, net of tax 3.5 (6.6)

Total comprehensive income for the period 76.8 66.5 
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Consolidated Statement of Financial Position
AS AT 30 JUNE 2018

 
 
  Note

30 June
2018

£’m

1 July
2017

£’m

Non–current assets    

Intangible assets 11 28.6 27.5 

Property, plant and equipment 12 198.6 195.2 

Deferred tax assets 13 — 0.3 

Derivative financial instruments 18 1.4 — 

Total non-current assets  228.6 223.0 

    

Current assets    

Inventories 14 154.7 165.3 

Trade and other receivables 15 23.9 26.4 

Derivative financial instruments 18 2.8 1.1 

Cash and cash equivalents 16 15.0 17.4 

Total current assets 196.4 210.2 

Total assets 425.0 433.2 

    

Current liabilities   

Trade and other payables 17 (101.8) (133.1)

Liability for current tax (7.8) (7.0)

Derivative financial instruments 18 (0.7) (0.4)

Total current liabilities (110.3) (140.5)

    

Non-current liabilities    

Bank loans 19 (139.0) (139.5)

Trade and other payables 17 (38.3) (39.8)

Deferred tax liabilities 13 (1.0) — 

Provisions 20 (1.7) (1.7)

Derivative financial instruments 18 — (1.6)

Total non-current liabilities (180.0) (182.6)

Total liabilities (290.3) (323.1)

Net assets 134.7 110.1 

    

Equity    

Issued share capital 21 2.0 2.0 

Share premium account 1.6 1.6 

Capital redemption reserve 43.2 43.2 

Hedging reserve 2.8 (0.7)

Retained earnings 85.1 64.0 

Total equity attributable to equity holders of the Parent 134.7 110.1 

The financial statements on pages 112 to 141 were approved by the Board of Directors on 12 September 2018 and were 
signed on its behalf by:

Nicholas Wilkinson 
Chief Executive Officer
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Consolidated Statement of Cash Flows
FOR THE 52 WEEKS ENDED 30 JUNE 2018

 
  Note

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Profit before taxation  93.1 92.4 

Adjustment for exceptional operating costs 3 8.9 16.9 

Adjustment for net financing costs 7 2.7 2.4 

Operating profit before exceptional operating costs  104.7 111.7 

Depreciation and amortisation 5 33.5 29.3 

Loss on disposal of non-current assets 5 1.4 1.2 

Operating cash flows before exceptional operating costs and movements  
in working capital  139.6 142.2 

Decrease/(increase) in inventories  8.6 (45.0)

Decrease/(increase) in trade and other receivables  2.5 (4.6)

(Decrease)/increase in payables  (31.4) 23.4 

Net movement in working capital before exceptional operating costs  (20.3) (26.2)

Share-based payments expense/(credit) 6 0.3 (0.3)

Interest received  — 0.1 

Tax paid  (18.9) (25.0)

Net cash generated from operating activities before exceptional operating costs  100.7 90.8 

Cash flows in respect of exceptional operational costs 3 (2.2) (11.3)

Net cash generated from operating activities  98.5 79.5 

    

Cash flows from investing activities    

Acquisition of intangible assets (12.1) (11.4)

Proceeds on exceptional disposal of property, plant and equipment  
and intangible assets 3 0.6 0.2 

Acquisition of property, plant and equipment (34.1) (46.6)

Amounts due to secured creditor on acquisition 2 — (7.5)

Net cash used in investing activities  (45.6) (65.3)

    

Cash flows from financing activities    

Proceeds from issue of treasury shares 22 1.3 0.9 

Purchase of treasury shares 22 — (4.2)

Drawdowns on revolving credit facility 19 10.0 50.0 

Repayments of revolving credit facility 19 (10.0) (5.0)

Interest paid 7 (1.9) (1.4)

Loan transaction costs (0.8) — 

Ordinary dividends paid 9 (53.4) (51.6)

Net cash flows used in financing activities  (54.8) (11.3)

    

Net (decrease)/increase in cash and cash equivalents  (1.9) 2.9 

Foreign exchange revaluations  (0.5) (0.4)

Cash and cash equivalents at the beginning of the period 16 17.4 14.9 

Cash and cash equivalents at the end of the period 16 15.0 17.4 

115DUNELM GROUP PLC ANNUAL REPORT AND ACCOUNTS FOR THE PERIOD ENDED 30 JUNE 2018

Financials



Consolidated Statement of Changes in Equity
FOR THE 52 WEEKS ENDED 30 JUNE 2018

 
  Note 

Issued share
capital

£’m

Share
premium

account
£’m

Capital
redemption

reserve
£’m

Hedging
reserve

£’m

Retained
earnings

£’m
Total equity

£’m

As at 2 July 2016  2.0 1.6 43.2 5.9 46.9 99.6 

Profit for the period  — — — — 73.1 73.1 

Fair value gains of cash flow hedges 18 — — — 1.4 — 1.4 

Gains on cash flow hedges transferred to 
inventory 18 — — — (9.4) — (9.4)

Deferred tax on hedging movements 13 — — — 1.4 — 1.4 

Total comprehensive income for the period  — — — (6.6) 73.1 66.5 

        

Purchase of treasury shares 22 — — — — (4.2) (4.2)

Proceeds from issue of treasury shares 22 — — — — 0.9 0.9 

Share-based payments 23 — — — — (0.3) (0.3)

Deferred tax on share-based payments 13 — — — — (0.6) (0.6)

Current tax on share options exercised  — — — — (0.2) (0.2)

Ordinary dividends paid 9 — — — — (51.6) (51.6)

Total transactions with owners, recorded 
directly in equity  — — — — (56.0) (56.0)

As at 1 July 2017  2.0 1.6 43.2 (0.7) 64.0 110.1 

Profit for the period  — — — — 73.3 73.3 

Fair value gains of cash flow hedges 18 — — — 1.6 — 1.6 

Loss on cash flow hedges transferred to 
inventory 18 — — — 2.6 — 2.6 

Deferred tax on hedging movements 13 — — — (0.7) — (0.7)

Total comprehensive income for the period  — — — 3.5 73.3 76.8 

        

Proceeds from issue of treasury shares 22 — — — — 1.3 1.3 

Share-based payments 23 — — — — 0.3 0.3 

Deferred tax on share-based payments 13 — — — — (0.3) (0.3)

Current tax on share options exercised  — — — — (0.1) (0.1)

Ordinary dividends paid 9 — — — — (53.4) (53.4)

Total transactions with owners, recorded 
directly in equity  — — — — (52.2) (52.2)

As at 30 June 2018  2.0 1.6 43.2 2.8 85.1 134.7 
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Accounting Policies
FOR THE 52 WEEKS ENDED 30 JUNE 2018

General information
The Group financial statements consolidate those of Dunelm 
Group plc (‘the Company’) and its subsidiaries (together 
referred to as ‘the Group’). The Company financial statements 
on pages 142 to 151 present information about the Company 
as a separate entity and not about its Group.

Dunelm Group plc and its subsidiaries are incorporated and 
domiciled in the UK. Dunelm Group plc is a listed public 
company, limited by shares and the company registration 
number is 04708277. The registered office is Watermead 
Business Park, Syston, Leicestershire, England, LE7 1AD. 

The primary business activity of the Group is the sale of 
homewares in the UK through a network of stores and 
websites. 

Basis of preparation
The Group financial statements have been prepared and 
approved by the Directors in accordance with International 
Financial Reporting Standards ‘IFRS’ and IFRS Interpretations 
Committee ‘IFRS IC’ interpretations as adopted by the 
European Union and the Companies Act 2006 applicable to 
companies reporting under IFRS and these are presented on 
pages 112 to 141.

The accounting policies set out below have, unless otherwise 
stated, been applied consistently to all periods presented in 
these Group financial statements.

The annual financial statements are prepared under the 
historical cost convention except for financial assets and 
financial liabilities (including derivative financial instruments 
and share-based payments), which have been stated at 
fair value. The financial statements are prepared in pounds 
sterling, rounded to the nearest hundred thousand.

Going concern
The Group has considerable financial resources together with 
long-standing relationships with a number of key suppliers 
and an established reputation in the retail sector across the 
UK. In their consideration of going concern, the Directors 
have reviewed the Group’s future cash forecasts and profit 
projections, which are based on market data and past 
experience. The Directors are of the opinion that the Group’s 
forecasts and projections, which take into account reasonably 
possible changes in trading performance, show that the 
Group is able to operate within its current facilities and 
comply with its banking covenants for the foreseeable future. 

As a consequence, the Directors believe that the Group is 
well placed to manage its business risks successfully. Having 
reassessed the principal risks, the Directors consider it 
appropriate to adopt the going concern basis of accounting 
in preparing the financial information.

Further information regarding the Group’s business 
activities, together with the factors likely to affect its future 
development, performance and position is set out in the 
Strategic Report on pages 6 to 43. The financial position of 
the Group, its cash flows, liquidity position and borrowing 

facilities are described in the Financial Review on pages 22 to 
25. In addition, note 18 to the Annual Report and Accounts 
includes the Group’s objectives, policies and processes for 
managing its capital, its financial risk management objectives 
and its exposures to credit risk and liquidity risk.

Use of estimates and judgements
The presentation of the annual financial statements in 
conformity with IFRS as adopted by the EU requires the 
Directors to make judgements, estimates and assumptions 
that affect the application of policies and reported amounts 
of assets and liabilities, income and expenses. The estimates 
and associated assumptions are based on historical 
experience and various other factors that are believed to 
be reasonable under the circumstances. Actual results may 
differ from these estimates.

Estimates and underlying assumptions are reviewed on 
an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimate is revised and 
in any future periods affected.

The key estimates and judgements used in the financial 
statements are as follows:

Estimate: Inventory provisions 
The Group provides against the carrying value of the 
inventories held where it is anticipated that net realisable 
value (NRV) will be below cost. NRV is calculated as the 
expected selling price. Future price reductions are assumed 
to be in line with the Group’s standard approach to clearing 
discontinued and slow-moving inventory and are applied to 
such proportion of inventory as deemed appropriate given 
the level of cover in relation to recent sales history, on a line-
by-line basis.

Judgement: Exceptional items
The Group exercises its judgement in the classification of 
certain items as exceptional and outside of the Group’s 
underlying results. The determination of whether an item 
should be separately disclosed as an exceptional item 
requires judgement on its materiality, nature and incidence, as 
well as whether it provides clarity on the Group’s underlying 
trading performance. In exercising this judgement, the Group 
takes appropriate regard of IAS 1 ‘Presentation of financial 
statements’ as well as guidance issued by the Financial 
Reporting Council on the reporting of exceptional items 
and alternative performance measures. The overall goal of 
the Group’s financial statements is to present the Group’s 
underlying performance without distortion from one-off or 
non-trading events regardless of whether they are favourable 
or unfavourable to the underlying result. Further details of 
the individual exceptional items, and the reasons for their 
disclosure treatment, are set out in note 3.
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Accounting Policies CONTINUED
FOR THE 52 WEEKS ENDED 30 JUNE 2018

Basis of consolidation
Business Combinations
The Group applies the acquisition method to account for 
business combinations. The consideration transferred for 
an acquisition is the fair values of the assets transferred, 
the liabilities incurred to the former owners of the acquired 
assets and any equity interests issued by the group. The 
consideration transferred includes the fair value of any 
asset or liability resulting from a contingent consideration 
arrangement. Identifiable assets acquired and liabilities and 
contingent liabilities assumed in a business combination are 
measured initially at their fair values at the acquisition date. 
Acquisition related costs are expensed as they are incurred.

Subsidiaries
Subsidiaries are entities controlled by the Company. The 
financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control 
commences until the date that control ceases.

Transactions eliminated on consolidation
Intra-group balances, and any unrealised gains and losses or 
income and expenses arising from intra-group transactions, 
are eliminated in preparing the consolidated financial 
statements. Consistent accounting policies have been 
adopted across the Group.

Revenue
Revenue is generated from the sale of homewares and related 
goods and services through the Group’s stores and websites, 
excluding sales between Group companies and is after 
deducting returns, any discounts given and VAT. Revenue is 
recognised when risk and reward passes to the customer, 
which is predominantly at the point of sale. 

The exceptions to this are for: custom-made products, 
where revenue is recognised at the point that the goods are 
collected; gift vouchers, where revenue is recognised when 
the vouchers are redeemed; and web sales, where revenue is 
recognised at the point of delivery. Revenue is settled in cash 
at the point of sale. 

Exceptional items
Exceptional items are disclosed separately in the financial 
statements where it is necessary to do so to provide further 
understanding of the financial performance of the Group. 
They are items that are material either because of their size or 
their non-recurring nature and are presented within the line 
items to which they best relate.

Expenses
Property leases
Lease incentives received in respect of operating leases are 
recognised in the income statement evenly over the full term 
of the lease.

Where leases for land and buildings provide for fixed rent 
review dates and amounts, the Group financial statements 
account for such reviews by recognising, on a straight-line 
basis, the total implicit minimum lease payments over the 
non-cancellable period of the lease term.

Financial income and expenses
Financial income and expenses comprise interest payable on 
borrowings calculated using the effective interest method, 
interest receivable on funds invested and foreign exchange 
gains and losses.

Retirement benefits
The Group operates a defined contribution pension plan 
using a third-party provider. Obligations for the contributions 
to this plan are recognised as an expense in the income 
statement as incurred.

Share-based payments
The Group operates a number of equity-settled, share-based 
compensation plans, under which the entity receives services 
from employees as consideration for equity instruments 
(options) of the Group. The fair value of the employee 
services received in exchange for the grant of the options is 
recognised as an expense. The total amount to be expensed 
is determined by reference to the fair value of the options 
granted:

 z Including any market performance condition (for example, 
an entity’s share price);

 z Excluding the impact of any service and non-market 
performance vesting conditions (for example, profitability, 
sales growth targets and remaining an employee of the 
entity over a specified time period), and

 z Including the impact of any non-vesting conditions (for 
example, the requirement for employees to save)

Non-market performance and service conditions are 
included in assumptions about the number of options that 
are expected to vest. The total expense is recognised over 
the vesting period, which is the period over which all of the 
specified vesting conditions are to be satisfied.

In some circumstances employees may provide services 
in advance of the grant date and therefore the grant date 
fair value is estimated for the purposes of recognising the 
expense during the period between service commencement 
period and grant date.

At the end of each reporting period, the Group revises its 
estimates of the number of options that are expected to vest 
based on the non-market vesting conditions. It recognises 
the impact of the revision to original estimates, if any, in the 
income statement, with a corresponding adjustment to equity.
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When options are exercised, the Company either issues new 
shares, or uses treasury shares purchased for this purpose. 
For new issued shares, the proceeds received net of any 
directly attributable transaction costs are credited to share 
capital (nominal value) and the share premium account.

Social security contributions payable in connection with the 
grant of the share options is considered an integral part of 
the grant itself, and the charge will be treated as a cash-
settled transaction.

Foreign currencies
Transactions in foreign currencies are recorded at the 
prevailing rate at the date of the transaction. 

Monetary assets and liabilities denominated in foreign 
currency are translated at the rates ruling at the balance 
sheet date. Resulting exchange gains or losses are 
recognised in the income statement for the period in 
financial income and expenses.

Taxation
Tax on the profit or loss for the period comprises current 
and deferred tax. Tax is recognised in the income statement 
except to the extent that it relates to items recognised directly 
in equity, in which case it is recognised in equity.

Current tax represents the expected tax payable on the 
taxable income for the period, using tax rates enacted or 
substantively enacted at the balance sheet date, together with 
any adjustment to tax payable in respect of previous periods.

Deferred tax is provided using the balance sheet liability 
method, providing for temporary differences between 
the carrying amounts of assets and liabilities for financial 
reporting purposes and the amounts used for taxation 
purposes. Deferred tax is determined using tax rates (and 
laws) that have been enacted or substantively enacted at 
the balance sheet date and are expected to apply when 
the related deferred tax asset is realised or the deferred tax 
liability is settled.

A deferred tax asset is recognised only to the extent that it is 
probable that future taxable profits will be available against 
which the asset can be recognised.

Deferred income tax assets and liabilities are offset when 
there is a legally enforceable right to offset current tax assets 
against current tax liabilities and when they relate to income 
taxes levied by the same taxation authority on either the 
taxable entity or different taxable entities where there is an 
intention to settle the balances on a net basis.

Dividends
Dividends are recognised as a liability in the period in which 
they are approved such that the Company is obligated to pay 
the dividend. Interim dividends are recorded when paid.

Intangible assets
Intangible assets comprise software development and 
implementation costs, trademarks and brands and are stated 
at cost less accumulated amortisation and impairment (see 
below). Costs incurred in developing the Group’s own brands 
are expensed as incurred.

Separately acquired brands and customer lists are shown at 
historical cost. Software, brands and customer lists acquired 
in a business combination are recognised at fair value at 
the acquisition date. These assets are deemed to have a 
finite useful life and are carried at cost less accumulated 
amortisation. Amortisation is calculated using the straight-line 
method to allocate the cost over their estimated useful lives.

Acquired computer software licences are capitalised on 
the basis of the costs incurred to acquire and bring to use 
the specific software. These costs are amortised over their 
estimated useful lives.

Costs associated with maintaining computer software 
programmes are recognised as an expense as incurred. 
Development costs that are directly attributable to the design 
and testing of identifiable and unique software products 
controlled by the Group are recognised as intangible assets 
when the following criteria are met:

 z It is technically feasible to complete the software product 
so that it will be available for use;

 z Management intends to complete the software product 
and use or sell it;

 z There is an ability to use or sell the software product;

 z It can be demonstrated how the software product will 
generate probable future economic benefits;

 z Adequate technical, financial and other resources to 
complete the development and to use or sell the software 
product are available; and

 z The expenditure attributable to the software product 
during its development can be reliably measured

Other development expenditures that do not meet these 
criteria are recognised as an expense as incurred. 

Computer software development costs recognised as assets 
are amortised over their estimated useful lives.

Amortisation
Amortisation is charged to the income statement on a 
straight-line basis over the estimated useful life of the asset. 
These are as follows:

Software development and licences 3 years

Rights to brands and customer lists 5 to 15 years

119DUNELM GROUP PLC ANNUAL REPORT AND ACCOUNTS FOR THE PERIOD ENDED 30 JUNE 2018

Financials



Accounting Policies CONTINUED
FOR THE 52 WEEKS ENDED 30 JUNE 2018

Property, plant and equipment
Owned assets
Items of property, plant and equipment are stated at historical 
cost less accumulated depreciation and impairment losses 
(see below). Cost includes the original purchased price of the 
asset and the costs attributable to bringing the asset to its 
working condition for intended use. 

Where parts of an item of property, plant and equipment have 
different useful lives, they are accounted for as separate items 
of property, plant and equipment.

Depreciation
Depreciation is charged to the income statement on a 
straight-line basis over the estimated useful lives of each part 
of an item of property, plant and equipment to write down the 
cost to its estimated residual value. Land is not depreciated. 
The estimated useful lives are as follows:

Freehold buildings 50 years

Leasehold improvements over the remaining 
period of the lease

Refit improvements 7 years

Plant and machinery 4 years

Fixtures and fittings 3 to 5 years

The assets’ residual values and useful lives are reviewed, and 
adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its 
recoverable amount if the asset’s carrying amount is greater 
than its estimated recoverable amount.

Derivative financial instruments
Derivative financial instruments used are forward foreign 
exchange contracts and structured foreign exchange 
options. These are measured at fair value. The fair values are 
determined by reference to the market prices available from 
the market on which the instruments involved are traded.

Certain derivative financial instruments are designated as 
hedges in line with the Group’s treasury policy. These are 
instruments that hedge exposure to variability in cash flows 
that is either attributable to a particular risk associated with a 
highly probable forecasted transaction.

For cash flow hedges the proportion of the gain or loss 
on the hedging instrument that is determined to be an 
effective hedge, as defined by IAS 39 ‘Financial Instruments: 
Recognition and Measurement’, is recognised in equity, 
directly in the hedge reserve with any ineffective portion 
recognised in the income statement. Such hedges are 
tested, both at inception to ensure they are expected to 
be effective and on an ongoing basis to assess continuing 
effectiveness. The gains or losses that are recognised in equity 
are transferred to the income statement in the same period in 
which the hedged cash flows affect the income statement.

Any gains or losses arising from changes in fair value 
derivative financial instruments not designated as hedges are 
recognised in the income statement.

Financial assets
Classifications
The Group classifies its financial assets in the following 
categories: at fair value through profit or loss; loans and 
receivables; and available-for-sale. The classification depends 
on the purpose for which the financial assets were acquired. 
Management determines the classification of its financial 
assets at initial recognition.

(a) Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are financial 
assets held for trading. A financial asset is classified in this 
category if acquired principally for the purpose of selling in 
the short term. Derivatives are also categorised as held for 
trading unless they are designated as hedges. Assets in this 
category are classified as current assets if expected to be 
settled within 12 months, otherwise they are classified as non-
current.

(b) Loans and receivables
Loans and receivables are non-derivative financial assets 
with fixed or determinable payments that are not quoted in 
an active market. They are included in current assets, except 
for maturities greater than 12 months after the end of the 
reporting period where they are classified as non-current 
assets. The Group’s loans and receivables comprise ‘trade 
and other receivables’ and ‘cash and cash equivalents’ in the 
balance sheet (notes 15 and 16).

(c) Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are 
either designated in this category or not classified in any of 
the other categories. They are included in non-current assets 
unless the investment matures or management intends to 
dispose of it within 12 months of the end of the reporting 
period.

Recognition and measurement
Regular purchases and sales of financial assets are recognised 
on the trade date – the date on which the Group commits to 
purchase or sell the asset. Investments are initially recognised 
at fair value plus transaction costs for all financial assets 
not carried at fair value through profit or loss. Financial 
assets carried at fair value through profit or loss are initially 
recognised at fair value, and transaction costs are expensed 
in the income statement. Financial assets are derecognised 
when the rights to receive cash flows from the investments 
have expired or have been transferred and the Group has 
transferred substantially all risks and rewards of ownership. 
Available-for-sale financial assets and financial assets at fair 
value through profit or loss are subsequently carried at fair 
value. Loans and receivables are subsequently carried at 
amortised cost using the effective interest method.
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Gains or losses arising from changes in the fair value of the 
‘financial assets at fair value through profit or loss’ category 
are presented in the income statement within ‘Other (losses)/
gains – net’ in the period in which they arise. Dividend income 
from financial assets at fair value through profit or loss is 
recognised in the income statement as part of other income 
when the Group’s right to receive payments is established.

Changes in the fair value of monetary and non-monetary 
securities classified as available-for-sale are recognised in 
other comprehensive income. When securities classified 
as available-for-sale are sold or impaired, the accumulated 
fair value adjustments recognised in equity are included in 
the income statement as ‘Gains and losses from investment 
securities’.

Offsetting financial instruments
Financial assets and liabilities are offset and the net amount 
reported in the balance sheet when there is a legally 
enforceable right to offset the recognised amounts and 
there is an intention to settle on a net basis or realise the 
asset and settle the liability simultaneously. The legally 
enforceable right must not be contingent on future events 
and must be enforceable in the normal course of business 
and in the event of default, insolvency or bankruptcy of the 
Company or the counterparty.

Trade and other receivables
Trade and other receivables are initially recognised at fair 
value and then carried at amortised cost using the effective 
interest method, net of impairment provisions.

Inventories
Inventories are stated at the lower of cost and net realisable 
value. Cost is derived using the average cost method and 
includes costs incurred in bringing the inventories to their 
present location and condition. Net realisable value is the 
estimated selling price less cost to sell in the ordinary course 
of business. Provisions are made for obsolete, slow-moving or 
discontinued stock and for stock losses.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and 
deposits. All cash equivalents have an original maturity of 
three months or less.

Trade and other payables
Trade and payables are recognised initially at their fair value 
and subsequently measured at amortised cost using the 
effective interest method.

Bank borrowings and  
borrowing costs
Interest-bearing bank loans are initially recorded at their fair 
value and subsequently held at amortised cost. Transaction 
costs incurred are amortised over the term of the loan. 

Borrowings are classed as current liabilities unless the Group 
has an unconditional right to defer settlement of the liability 
for at least 12 months from the balance sheet date.

Impairment
The carrying amounts of the Group’s assets are reviewed 
annually at each balance sheet date to determine whether 
there is any indication of impairment. If any such indication 
exists, the asset’s recoverable amount is estimated.

The recoverable amount is the greater of fair value less costs 
of disposal, and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current 
market assessments of the time-value of money and the risks 
specific to the asset. For an asset that does not generate 
largely independent cash inflows, the recoverable amount 
is determined for assets grouped at the lowest levels for 
which there are largely independent cash flows, i.e. the cash-
generating unit to which the asset belongs.

An impairment loss is recognised whenever the carrying 
amount of an asset or its cash-generating unit exceeds the 
recoverable amount. Impairment losses are recognised in the 
income statement.

Share capital
Where the Company purchases its own equity share capital 
(treasury shares), the consideration paid, including any 
directly attributable incremental costs, is deducted from 
equity attributable to the Company’s equity holders until 
the shares are cancelled or reissued. Where such shares are 
subsequently sold or reissued, any consideration received 
net of any directly attributable incremental transaction costs 
and the related income tax effects, is included in equity 
attributable to the Company’s equity holders. 

Provisions
A provision is recognised in the balance sheet when the 
Group has a current legal or constructive obligation as a result 
of a past event, it is probable that an outflow of economic 
benefits will be required to settle the obligation, and the 
amount has been reliably measured. A provision for onerous 
contracts, including property leases, is recognised when the 
expected benefit to be derived by the Group from a contract 
is lower than the unavoidable costs of meeting its obligations 
under the contract.

A dilapidations provision is recognised when there is an 
expectation of future obligations relating to the maintenance 
of leasehold properties arising from events such as lease 
renewals or terminations.
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Accounting Policies CONTINUED
FOR THE 52 WEEKS ENDED 30 JUNE 2018

Operating leases
The Group leases certain property, plant and equipment and 
motor vehicles. Where a significant portion of the risks and 
rewards of ownership are retained by the lessor, these leases 
are classified as operating leases. 

Rentals payable under operating leases are charged to the 
income statement on a straight-line basis over the period of 
the lease. 

New standards and interpretations
No new standards, amendments or interpretations, effective 
for the first time for the period beginning on or after  
2 July 2017 have had a material impact on the Group or 
Parent Company. 

At the balance sheet date, there are a number of new 
standards and amendments to existing standards in issue but 
not yet effective. IFRS 9 and IFRS 15 are not expected to have 
a significant effect on the financial statements of the Group 
or Parent Company. IFRS 16 is expected to have a significant 
impact on the financial statements of the Group. The effect 
and consideration of these standards are set out below: 

IFRS 9, ‘Financial Instruments’, addresses the classification, 
measurement and recognition of financial assets and 
liabilities and replaces IAS 39. IFRS 9 retains but simplifies the 
mixed measurement model and establishes three primary 
measurement categories for financial assets. It is effective for 
periods beginning on or after 1 January 2018. The Company 
has identified that the adoption of IFRS 9 will impact its 
consolidated financial statements in the following areas: 

 z The Group will need to apply an expected credit loss 
model when calculating impairment losses on its trade 
and other receivables. This will result in increased 
impairment provisions and greater judgement due to 
the need to factor in forward looking information when 
estimating the appropriate amount of provisions. In 
applying IFRS 9 the Group must consider the probability 
of a default occurring over the life of its trade receivables 
on initial recognition of those assets. Under the existing 
incurred loss model, there has been no impairment of 
the gross carrying amount of receivables over the last five 
years so there is no expectation that there will be change 
under the new model

 z The Group has decided to adopt the hedge accounting 
provisions in IFRS 9 to enable it to apply hedge accounting 
to foreign exchange options taken out that were not 
designated as qualifying hedge relationships under IAS 39. 
In addition, a hedging relationship which failed to  
qualify for hedge accounting under IAS 39 due to its  
80-125% hedge effectiveness criterion, will qualify for 
hedge accounting under IFRS 9. As both of these changes 
in policy will be applied prospectively from 1 July 2018 
there is no change to net assets as at 30 June 2018 or 
reported profit for the year then ended

IFRS 15, ’Revenue from Contracts with Customers’, will be 
effective from the period ending June 2019 onwards. 

The Group’s sales are mainly from individual products which 
are sold directly to customers via our stores or websites. The 
standard establishes a principle based approach for revenue 
recognition that we recognise revenue to reflect the transfer 
of goods and services, measured as the amount to which  
the entity expects to be entitled in exchange for those goods 
or services. 

The Group has assessed the impact of the changes 
proposed by IFRS 15 on our revenue processes and do not 
expect material impact on recognition of revenue when IFRS 
15 is adopted. 

A further assessment was made on the proposed changes 
relating to the recognition of delivery charges and this is not 
expected to impact the financial statements as the Group’s 
current method is aligned with the approach adopted in  
the standard.

IFRS 16, ‘Leases’, will be effective from the period ending June 
2020 onwards. 

The changes required under IFRS 16 will lead to the creation 
of a right-of-use asset and a lease liability on the balance 
sheet that did not previously exist. The right-of-use asset will 
be subject to depreciation on a straight-line basis over the 
term of the lease. An interest charge will be recognised on 
the lease liability that will be higher in the earlier years of 
the lease term. The total expense recognised in the Income 
Statement over the life of the lease will be unaffected by the 
new standard. However, IFRS 16 will result in the timing of 
lease expense recognition being accelerated for leases which 
would be currently accounted for as operating leases.

The presentation of the Cash Flow Statement will change 
significantly, with an increase in net cash flows generated from 
operating activities being offset by an increase in net cash 
flows used in financing activities. This will, however, have no 
net impact on cash flows.

The Group has established a Steering Committee which 
regularly reports to the Audit Committee. To date, progress 
has been made on a number of areas including collection of 
relevant data, IT systems, identification of leases as prescribed 
by the standard, and consideration of transition options. The 
accounting policy is also under review. 

The Group intends to apply the retrospective modified 
approach on transition and will not restate the comparative 
information. Under this approach, at the date of transition the 
right-of-use asset will equal the lease liability for all leases. 
As a result, there will be no impact on retained earnings. 
Furthermore, the Group has begun working through 
the recently published technical amendments to the tax 
legislation following the introduction of IFRS 16. Given the 
complexities of IFRS 16 and the material sensitivity to key 
assumptions, such as discount rates, it is not yet practicable to 
fully quantify the effect of IFRS 16 on the financial statements 
of the Group.
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Notes to the Consolidated  
Financial Statements
FOR THE 52 WEEKS ENDED 30 JUNE 2018

1 Segmental reporting
The Group has one reportable segment, in accordance with IFRS 8 ‘Operating Segments’, which is the retail of homewares in 
the UK. 

Customers access the Group’s offer across multiple channels and often their journey involves more than one channel. Therefore, 
internal reporting focuses on the Group as a whole and does not identify individual segments. 

The Chief Operating Decision-Maker is the Executive Board of Directors of Dunelm Group plc. Internal management reports 
are reviewed by them on a monthly basis. Performance of the segment is assessed based on a number of financial and non-
financial KPIs as well as on profit before taxation.

Management believe that these measures are the most relevant in evaluating the performance of the segment and for making 
resource allocation decisions. 

All material operations of the reportable segment are carried out in the UK. The Group’s revenue is driven by the consolidation 
of individual small value transactions and as a result, Group revenue is not reliant on a major customer or group of customers.

2 Acquisitions and disposals 
In the prior year, on 28 November 2016 the Group acquired the whole of the trade and certain assets and liabilities of the 
Worldstores Group (Worldstores Limited (in administration), Kiddicare Limited (in administration) and Achica Limited (in 
administration)) for a cash consideration of £1 through Globe Online Limited, a 100% owned subsidiary of Dunelm Limited. 

The purchase has been accounted for as a business combination. The fair value amounts recognised in respect of the 
identifiable assets acquired and liabilities assumed are set out below.

As at 
28 November

 2016
£’m

Intangible assets - software 5.2

Intangible assets - brands 2.2

Intangible assets - customer lists 0.1

Property, plant and equipment 0.8

Inventories 4.2

Trade and other receivables 2.9

Accruals and deferred income (6.5)

Provisions (1.4)

Amounts due to secured creditor (7.5)

Total identifiable assets / (liabilities) — 

Cash consideration — 

Goodwill — 

As part of this acquisition, the Group acquired a subsidiary registered in Cyprus, Achica Brand Management Limited ‘ABML’, 
whose principal activity is to hold the Achica trademarks.

On 16th February 2018, the trade and assets of Achica were sold to BrandAlley UK Limited, a London-based flash sales 
business for a total consideration of £0.6m. The transaction included the sale of trademarks and customer lists and resulted in 
an overall loss on disposal of £0.3m.
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3 Exceptional items
We have treated as exceptional those non-recurring items which relate to the acquisition, integration and/or disposal of the 
Worldstores businesses.

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Exceptional cost of sales    

Fair value adjustments in respect of acquired inventory — 0.5

— 0.5 

  

Exceptional operating costs   

Acquisition costs - administrator fees — 0.9

Acquisition costs - other professional fees — 0.4

Welcome payments for continuation of supply — 7.3

Retention and redundancy payments 1.2 2.7

Loss on disposal, asset write-offs, impairments and accelerated amortisation 5.8 2.9

Other integration costs 1.9 2.2

8.9 16.4

 8.9 16.9

Management retention and redundancy payments were made in the year in accordance with contractual agreements.

A review of the websites and other intangible IT assets of both the existing Dunelm business and the acquired business has 
been undertaken. Decisions have been made to integrate the available assets, and as a result, certain assets have been written 
off and others’ useful economic lives have been reduced, resulting in accelerated amortisation.

During the period, management took the decision to develop Dunelm’s kids and nursery category under the Dunelm brand, 
rather than within the standalone Kiddicare brand. As a result, the Kiddicare brand acquired as part of the Worldstores 
acquisition was deemed to be fully impaired and as such was written off. As well as this, aged Kiddicare stock and various other 
intangible assets relating to the development of the Kiddicare website were also written off. 

As outlined in note 2, certain costs relating to the sale and subsequent restructure of the business have been classified as 
exceptional. These costs include the write-off of assets relating to Achica and onerous contracts. The proceeds from the sale of 
the Achica business were £0.6m.

Other integration costs include professional advisory support, and costs associated with the transfer of the London head office 
to a new location.

The taxation credit for the period relating to exceptional items was £1.2m (2017: £3.1m).

Of the above exceptional cost items, £1.6m were cash outflows in the period. We do not expect to report exceptional items in 
relation to the acquisition, integration or divestment of the Worldstores business in the next financial period.
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4 Operating costs before exceptional items 

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Selling and distribution costs 345.9 304.9

Administrative expenses 53.0 51.0

398.9 355.9 

5 Operating profit
Operating profit is stated after charging/(crediting) the following items:

 
 
 

2018 
52 weeks

£’m
Underlying

2018 
52 weeks

£’m
Exceptional 

Items

2018 
52 weeks

£’m
Reported

2017 
52 weeks

£’m
Underlying

2017 
52 weeks

£’m
Exceptional 

Items

2017 
52 weeks

£’m
Reported

Cost of inventories included in cost of sales 539.2 — 539.2 481.0 — 481.0 

Amortisation of intangible assets 7.3 1.1 8.4 7.3 1.0 8.3 

Depreciation of owned property, plant and 
equipment 26.2 — 26.2 22.0 — 22.0 

Loss on disposal and impairment of property, 
plant and equipment and intangible assets 1.4 2.9 4.3 1.2 1.9 3.1 

Operating lease rentals 51.1 — 51.1 45.2 — 45.2

The cost of inventories included in cost of sales includes the adverse impact of a net increase in the provision for obsolete 
inventory of £2.6m (2017: £0.8m).

The analysis of the auditor’s remuneration is as follows:

 
 

2018 
52 weeks

£’000

2017 
52 weeks

£’000

Fees payable to the Company’s auditor for the audit of the Parent and consolidated annual  
financial statements 18 18 

Fees payable to the Company’s auditor and their associates for other services to the Group  

— audit of the Company’s subsidiaries pursuant to legislation 102 82 

— audit of Globe Online Limited and opening balance sheet — 67 

— other services (see Audit and Risk Committee Report on page 66 for further information) 15 15 
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6 Employee numbers and costs
The average monthly number of people employed by the Group (including Directors) was:

 
 

2018 
52 weeks

Number 
 of heads

2018 
52 weeks
Full time 

 equivalents

2017 
52 weeks
Number 

 of heads

2017 
52 weeks
Full time 

 equivalents

Selling 8,353 5,172 7,759 4,823 

Distribution 706 689 651 615 

Administration 698 690 752 718 

  9,757 6,551 9,162 6,156 

The aggregate remuneration of all employees including Directors comprises:

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Wages and salaries including termination benefits 143.5 135.0 

Social security costs 10.0 8.3 

Share options granted to Directors and employees (note 23) 0.3 (0.3)

Pension costs - defined contribution plans 2.4 1.8 

 156.2 144.8 

Details of Directors’ remuneration, share options, long-term incentive schemes and pension entitlements are disclosed in the 
Remuneration Report on pages 70 to 95.

7 Financial income and expenses

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Finance income   

Interest on bank deposits — 0.2 

 — 0.2 

Finance expenses    

Interest on bank borrowings (1.9) (1.7)

Amortisation of issue costs of bank loans (0.3) (0.3)

Net foreign exchange losses (0.5) (0.6)

(2.7) (2.6)

Net finance expense (2.7) (2.4)

Notes to the Consolidated  
Financial Statements CONTINUED
FOR THE 52 WEEKS ENDED 30 JUNE 2018
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8 Taxation

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Current taxation    

UK corporation tax charge for the period 19.8 19.8 

Adjustments in respect of prior periods (0.3) (0.8)

 19.5 19.0 

Deferred taxation  

Origination of temporary differences (0.4) 0.1 

Adjustments in respect of prior periods 0.7 0.2 

 0.3 0.3 

Total tax expense 19.8 19.3 

The tax charge is reconciled with the standard rate of UK corporation tax as follows:

 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Profit before taxation 93.1 92.4 

UK corporation tax at standard rate of 19% (2017: 19.75%) 17.7 18.2 

Factors affecting the charge in the period:  

 Non-deductible expenses 1.4 1.5 

 Profit on disposal of non-qualifying assets 0.4 0.2 

 Adjustments in respect of prior periods 0.4 (0.6)

 Utilisation of previously unrecognised tax losses (0.1) — 

Tax charge 19.8 19.3 

The taxation charge for the period as a percentage of profit before tax is 21.3% (2017: 20.9%).

The UK Government substantively enacted a reduction in future tax rates by 1% from 1 April 2017 to 19% and a further 1% 
reduction to 18% from 1 April 2020. In September 2016, the Government substantively enacted a further 1% reduction in 
corporation tax to 17% from 1 April 2020.
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9 Dividends
The dividends set out in the table below relate to the 1 pence Ordinary Shares.

 
 

 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Final for the period ended 2 July 2016 – paid 19.1 pence — 38.5 

Interim for the period ended 1 July 2017 – paid 6.5 pence — 13.1 

Final for the period ended 1 July 2017 – paid 19.5 pence 39.3 — 

Interim for the period ended 30 June 2018 – paid 7.0 pence 14.1 — 

   53.4 51.6 

The Directors are proposing a final dividend of 19.5 pence per Ordinary Share for the period ended 30 June 2018 which 
equates to £39.4m. The dividend will be paid on 7 December 2018 to shareholders on the register at the close of business on 
16 November 2018.

10 Earnings per share
Basic earnings per share is calculated by dividing the profit for the period attributable to equity holders of the Company by 
the weighted average number of Ordinary Shares in issue during the period, excluding Ordinary Shares purchased by the 
Company and held as treasury shares (note 22).

For diluted earnings per share, the weighted average number of Ordinary Shares in issue is adjusted to assume conversion of 
all dilutive potential Ordinary Shares. These represent share options granted to employees where the exercise price is less than 
the average market price of the Company’s Ordinary Shares during the period.

Weighted average numbers of shares:

 
 

2018 
52 weeks

’000

2017 
52 weeks

’000

Weighted average number of shares in issue during the period 201,801 201,622 

Impact of share options 936 956 

Number of shares for diluted earnings per share 202,737 202,578 

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Profit for the period 73.3 73.1 

Profit for the period before exceptional costs 81.0 86.9 

Earnings per Ordinary Share - basic 36.3p 36.3p

Earnings per Ordinary Share - basic before exceptional costs 40.1p 43.1p

Earnings per Ordinary Share - diluted 36.2p 36.1p

Earnings per Ordinary Share - diluted before exceptional costs 40.0p 42.8p

Notes to the Consolidated  
Financial Statements CONTINUED
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11 Intangible assets

 
 

Software  
development  
and licences 

£’m

Rights to  
brands & 

customer lists
£’m

Total
£’m

Cost      

At 2 July 2016 26.2 9.8 36.0 

Additions 11.2 — 11.2 

Assets purchased on acquisition of business 5.2 2.3 7.5 

Disposals (1.1) (0.5) (1.6)

At 1 July 2017 41.5 11.6 53.1 

Additions 13.2 — 13.2 

Disposals (10.6) (0.6) (11.2)

At 30 June 2018 44.1 11.0 55.1 

Accumulated amortisation    

At 2 July 2016 12.1 5.3 17.4 

Charge for the financial period 8.0 0.3 8.3 

Disposals (0.1) — (0.1)

At 1 July 2017 20.0 5.6 25.6 

Charge for the financial period 8.1 0.3 8.4 

Impairment 0.5 1.2 1.7 

Disposals (9.0) (0.2) (9.2)

At 30 June 2018 19.6 6.9 26.5 

Net book value    

At 2 July 2016 14.1 4.5 18.6 

At 1 July 2017 21.5 6.0 27.5 

At 30 June 2018 24.5 4.1 28.6 

All amortisation is included within operating costs in the income statement.

Within software development and licences, £3.9m (2017: £3.1m) of additions relates to internally generated assets.
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12 Property, plant and equipment

 
 

Land and 
buildings

£’m

Leasehold 
improvements

£’m

Refit 
improvements

£’m

Plant and 
machinery

£’m

Fixtures and 
fittings

£’m
Total

£’m

Cost       

At 2 July 2016 83.5 131.7 — 4.6 80.4 300.2 

Additions 13.0 16.0 4.3 0.3 15.7 49.3 

Assets purchased on acquisition of 
business — — — 0.2 0.6 0.8 

Disposals (0.2) (2.6) — (0.1) (2.9) (5.8)

At 1 July 2017 96.3 145.1 4.3 5.0 93.8 344.5 

Additions 2.1 10.4 2.5 0.3 15.5 30.8 

Disposals — (1.8) — (0.1) (2.3) (4.2)

At 30 June 2018 98.4 153.7 6.8 5.2 107.0 371.1 

Accumulated depreciation       

At 2 July 2016 11.4 53.7 — 3.4 62.8 131.3 

Charge for the financial period 1.6 10.0 0.2 0.5 9.7 22.0 

Disposals (0.2) (1.4) — — (2.4) (4.0)

At 1 July 2017 12.8 62.3 0.2 3.9 70.1 149.3 

Charge for the financial period 1.7 11.1 0.9 0.4 12.1 26.2 

Disposals — (1.0) — — (2.0) (3.0)

At 30 June 2018 14.5 72.4 1.1 4.3 80.2 172.5 

Net book value       

At 2 July 2016 72.1 78.0 — 1.2 17.6 168.9 

At 1 July 2017 83.5 82.8 4.1 1.1 23.7 195.2 

At 30 June 2018 83.9 81.3 5.7 0.9 26.8 198.6 

All depreciation and impairment charges have been included within operating costs in the income statement.

Notes to the Consolidated  
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13 Deferred tax assets/(liabilities)
Deferred tax is provided in full on temporary differences under the liability method using a taxation rate of 17% (2017: 17%).

Deferred taxation assets are attributable to the following:

 
 
 

Assets Liabilities Net (liabilities)/assets

2018
£’m

2017
£’m

2018
£’m

2017
£’m

2018
£’m

2017
£’m

Property, plant and equipment 0.2 0.4 — — 0.2 0.4 

Share-based payments — — (0.6) (0.2) (0.6) (0.2)

Hedging — 0.1 (0.6) — (0.6) 0.1 

 0.2 0.5 (1.2) (0.2) (1.0) 0.3 

 
 
 

Assets Liabilities Net (liabilities)/assets

2018
£’m

2017
£’m

2018
£’m

2017
£’m

2018
£’m

2017
£’m

Deferred tax recoverable/(payable) 
after more than 12 months 0.2 0.4 (0.6) (0.2) (0.4) 0.2 

Deferred tax recoverable/(payable) 
within 12 months — 0.1 (0.6) — (0.6) 0.1 

 0.2 0.5 (1.2) (0.2) (1.0) 0.3 

The movement in the net deferred tax balance is as follows:

 
 

Balance at 
 2 July 
 2016

£’m

Recognised in 
income

£’m

Recognised in 
equity

£’m

Balance at 
 1 July 
 2017

£’m

Property, plant and equipment 0.4 — — 0.4 

Share–based payments 0.7 (0.3) (0.6) (0.2)

Hedging (1.3) — 1.4 0.1 

 (0.2) (0.3) 0.8 0.3 

 
 

Balance at 
 1 July 
 2017

£’m

Recognised in 
income

£’m

Recognised in 
equity

£’m

Balance at 
 30 June 

 2018
£’m

Property, plant and equipment 0.4 (0.2) — 0.2 

Share-based payments (0.2) (0.1) (0.3) (0.6)

Hedging 0.1 — (0.7) (0.6)

0.3 (0.3) (1.0) (1.0)

14 Inventories
 
 

2018
£’m

2017
£’m

Goods for resale 154.7 165.3 
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15 Trade and other receivables
 
 

2018
£’m

2017
£’m

Trade receivables 0.3 0.4 

Other receivables 4.3 4.3 

Prepayments and accrued income 19.3 21.7 

  23.9 26.4 

All trade receivables are due within one year from the end of the reporting period. 

A total of £14.7m of prepayments and accrued income are property related (2017: £13.4m).

No impairment was incurred on trade and other receivables and no provision is held at period end (2017: nil). Materially, no 
amounts are overdue (2017: nil). 

16 Cash and cash equivalents
 
 

2018
£’m

2017
£’m

Cash at bank and in hand 15.0 17.4 

The Group deposits funds only with institutions that have a credit rating of ‘A’ and above and the term is less than three months.

17 Trade and other payables
 
 

2018
£’m

2017
£’m

Current    

Trade payables 51.1 78.7 

Accruals and deferred income 36.6 42.4 

Taxation and social security 13.8 10.7 

Other payables 0.3 1.3 

Total current trade and other payables 101.8 133.1 

Non-current

Accruals and deferred income 38.3 39.8 

Total non-current trade and other payables 38.3 39.8 

Total trade and other payables 140.1 172.9 

Current accruals and deferred income include lease incentives of £5.6m (2017: £4.8m) and capital accruals of £2.7m  
(2017: £4.9m).

The maturity analysis of non-current accruals and deferred income, all of which relate to lease incentives, is as follows:

 
 

2018
£’m

2017
£’m

One to two years 5.8 5.9 

Two to five years 15.6 15.6 

After five years 16.9 18.3 

  38.3 39.8 

Notes to the Consolidated  
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18 Financial risk management
The Board of Directors has overall responsibility for the oversight of the Group’s risk management framework. A formal process 
for reviewing and managing risk in the business is in place. 

There are no changes to exposures to risk and how they arise and the Group objectives, policies and procedures for managing 
the risk and methods used to measure the risk from the previous period.

Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its 
contractual obligations and arises principally from the Group’s deposits with banks and financial institutions as well as foreign 
exchange hedging agreements with its banking counterparties. The Group only deals with creditworthy counterparties and 
uses publicly available financial information to rate its counterparties, and as such, credit risk is considered to be low.

Group policy is that surplus funds are placed on deposit with counterparties approved by the Board, with a minimum of ‘A’ 
credit rating. Credit limits with approved counterparties are limited to £25m for any individual party.

The Group’s maximum exposure to credit risk is represented by the carrying amount of financial assets. No collateral is held 
(2017: none). At the period end the maximum exposure is detailed in the table below.

 
 

2018
£’m

2017
£’m

Cash and cash equivalents 15.0 17.4 

Trade and other receivables 4.6 4.7 

Derivative financial instruments 4.2 1.1 

Total financial assets 23.8 23.2 

Trade and other receivables include rebates due back from suppliers. The rebates are recovered through deductions from 
future payments to suppliers and therefore management is confident of the recoverability of these balances. 

Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s approach to 
managing liquidity risk is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, 
under both normal and extreme circumstances. The Group manages this risk by continuously monitoring cash flow forecasts. 
Further details of the Group’s available facilities can be found in note 19.

The table below analyses estimated future contractual cash flows in respect of the Group’s financial liabilities, according to the 
earliest date on which the Group could be required to settle the liability. Floating rate interest payments are estimated based on 
market interest rates prevailing at the balance sheet date. 

 
At 1 July 2017

Total
£’m

Less than one 
year
£’m

One to two 
years

£’m

Two to five 
years

£’m

More than five  
years

£’m

Borrowings 140.0 140.0 — — — 

Derivative financial instruments 2.0 0.4 1.6 — — 

Accruals (excluding deferred income) 76.5 36.8 5.9 15.6 18.2 

Trade and other payables 80.0 80.0 — — — 

 
At 30 June 2018

Total
£’m

Less than one 
year
£’m

One to two 
years

£’m

Two to five 
years

£’m

More than five  
years

£’m

Borrowings 140.0 140.0 — — — 

Derivative financial instruments 0.7 0.7 — — — 

Accruals (excluding deferred income) 70.0 31.7 5.8 15.6 16.9 

Trade and other payables 51.4 51.4 — — — 

Borrowings of £140m (2017: £140m) above reflect the level of facility drawdown at the period end on the Group’s revolving 
credit facilities.
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18 Financial risk management continued
Interest rate risk
The Group’s bank borrowings incur variable interest rate charges. The Group’s policy aims to manage the interest cost of the 
Group within the constraints of its financial covenants. The Group will continue to monitor movements in the interest rate 
swap market. 

At the period end, if Libor interest rates had been 10 basis points higher with all other variables held constant, post-tax profit 
would have been £0.1m lower (2017: £0.1m lower) as a result of higher interest expense on floating rate borrowings.

Foreign currency risk
All of the Group’s revenues are in pounds sterling. The majority of purchases are also in sterling, but some goods purchased 
direct from overseas suppliers are paid for in US dollars, accounting for just under 20% of stock purchases in the period ended 
30 June 2018.

The Group uses various means to cover its exposure to US dollars: holding US dollar cash balances and taking out forward 
foreign exchange contracts for the purchase of US dollars.

All the Group’s foreign exchange transactions are designed to satisfy US dollar denominated liabilities. The maximum level of 
hedging coverage which will be undertaken is 100% of anticipated expenditure on a three-month horizon, stepping down to 
75% on a four to 12-month horizon and 40% on a 13 to 18-month horizon. Coverage beyond 18 months is minimal.

Cash flow hedges are in place to manage foreign exchange rate risk arising from forecast purchases denominated in US dollars. 
At the balance sheet date, the fair value of US dollar foreign exchange forward contracts held in cash flow hedges was £3.5m 
asset (2017: £0.9m liability) which relates to a commitment to purchase $164m (2017: $140m) for a fixed sterling amount. A fair 
value movement of £1.6m (2017: £1.4m) was recognised in other comprehensive income and no ineffectiveness (2017: nil) was 
noted on cash flow hedges during the period. In the period, a loss of £2.6m (2017: £9.4m gain) was recycled from the cash flow 
hedge reserve to inventory to offset foreign exchange movements on purchases. The remaining hedge reserve balance will be 
recycled to the income statement to offset future purchases occurring after the balance sheet date, the majority of which expire 
in the next 12 months.

The outstanding US dollar liabilities at the period end were $0.3m (2017: $0.3m).

In the event of a significant adverse movement in the US dollar exchange rate, the Group could seek to minimise the impact on 
profitability by changing the selling price of goods, renegotiating terms with suppliers or sourcing from alternative markets.

At the period end, if GBP had strengthened by 10% against USD with all other variables held constant, post-tax profit would 
have been £0.4m higher (2017: £0.2m higher) as a result of foreign exchange gains on translation of USD denominated trade 
payables compensated by foreign exchange losses on translation of USD cash and cash equivalents. Other components of 
equity would have been £9.0m lower (2017: £7.7m lower) as a result of a decrease in fair value of derivatives designated as 
cash flow hedges.

Conversely, if GBP had weakened by 10% against USD with all other variables held constant, post-tax profit for the year 
would have been £0.5m lower (2017: £0.2m lower) and other components of equity would have been £11.0m higher (2017: 
£9.4m higher).

The US dollar period end exchange rate applied in the above analysis is 1.3152 (2017: 1.3002).
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18 Financial risk management continued 
Capital management
The Company considers equity plus debt as the capital. There are no externally imposed capital requirements on the Company.

The Board’s objective with respect to capital management is to ensure the Group continues as a going concern in order to 
optimise returns to shareholders. The Board’s policy is to retain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development. The Board regularly monitors the level of capital in the Group to ensure 
that this can be achieved.

From time to time the Group purchases its own shares on the market. The shares are intended to be used for issuing shares 
under the Group’s share option programmes. The Board has authorised a share purchase programme designed to ensure that 
all options expected to vest under share option schemes can be fulfilled out of treasury shares.

During the period, the Group amended and extended its syndicated Revolving Credit Facility (‘RCF’). The RCF was increased to 
£165m and extended until 2023. The optional accordion facility of £75m remains in place. The terms of the RCF are unchanged 
and are consistent with normal practice and include covenants in respect of leverage (net debt to be no greater than 2.5× 
EBITDA) and fixed charge cover (EBITDA to be no less than 1.75× fixed charges), both of which were met comfortably as at 30 
June 2018. In addition, the Group maintains £20m of uncommitted overdraft facilities with two syndicate partner banks.

The gearing ratio and net debt as a percentage of EBITDA was as follows:

 
 

2018
£’m

2017
£’m

Total borrowings (note 19) 140.0 140.0 

Less: unamortised debt issue costs (note 19) (1.0) (0.5)

Less: cash and cash equivalents (note 16) (15.0) (17.4)

Net debt 124.0 122.1 

Total equity 134.7 110.1 

Total capital 258.7 232.2

Gearing ratio 48% 53%

   

EBITDA before exceptional operating costs 139.6 142.2 

Net debt as % of EBITDA 89% 86%

Fair values
The fair value of the Group’s financial assets and liabilities are equal to their carrying value. The fair value of foreign currency 
contracts are amounts required by the counterparties to cancel the contracts at the end of the period.

Fair value hierarchy
Financial instruments carried at fair value are required to be measured by reference to the following levels:

 z Level 1: quoted prices in active markets for identical assets or liabilities;

 z Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly 
(i.e. as prices) or indirectly (i.e. derived from prices); and 

 z Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs)

All derivative financial instruments carried at fair value have been measured by a Level 2 valuation method, based on 
observable market data. 

135DUNELM GROUP PLC ANNUAL REPORT AND ACCOUNTS FOR THE PERIOD ENDED 30 JUNE 2018

Financials



18 Financial risk management continued 
Financial assets/(liabilities)
The carrying value of all financial assets and financial liabilities was materially equal to their fair value.

 
At 1 July 2017

Loans and 
receivables

£’m

Other financial 
liabilities at 

amortised cost
£’m

Derivatives 
used for 
hedging

£’m

Financial 
assets/liabilities 

at fair value 
through profit 

and loss
£’m

Total
£’m

Cash and cash equivalents 17.4 — — — 17.4 

Trade and other receivables 4.7 — — — 4.7 

Forward exchange contracts — — 1.1 — 1.1 

Total financial assets 22.1 — 1.1 — 23.2 

Trade and other payables — (80.0) — — (80.0)

Accruals (excluding deferred income) — (76.5) — — (76.5)

Bank borrowings — (139.5) — — (139.5)

Forward exchange contracts — — (2.0) — (2.0)

Total financial liabilities — (296.0) (2.0) — (298.0)

Net financial assets/(liabilities) 22.1 (296.0) (0.9) — (274.8)

At 30 June 2018

Loans and 
receivables

£’m

Other financial 
liabilities at 

amortised cost
£’m

Derivatives 
used for 
hedging

£’m

Financial 
assets/liabilities 

at fair value 
through profit 

and loss
£’m

Total
£’m

Cash and cash equivalents 15.0 — — — 15.0 

Trade and other receivables 4.6 — — — 4.6 

Forward exchange contracts — — 4.2 — 4.2 

Total financial assets 19.6 — 4.2 — 23.8 

Trade and other payables — (51.4) — — (51.4)

Accruals (excluding deferred income) — (70.0) — — (70.0)

Bank borrowings — (139.0) — — (139.0)

Forward exchange contracts — — (0.7) — (0.7)

Total financial liabilities — (260.4) (0.7) — (261.1)

Net financial assets/(liabilities) 19.6 (260.4) 3.5 — (237.3)

The currency profile of the Group’s cash and cash equivalents is as follows:

 
 

2018
£’m

2017
£’m

Sterling 8.8 16.8 

US dollar 5.9 0.3 

Euro 0.3 0.3 

  15.0 17.4 

Notes to the Consolidated  
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19 Bank loans
 
 

2018
£’m

2017
£’m

Total borrowings 140.0 140.0 

Less: unamortised debt issue costs (1.0) (0.5)

  139.0 139.5 

During the period, the Group amended and extended its syndicated Revolving Credit Facility (‘RCF’). The RCF was increased 
to £165m (2017: £150m) and extended until 5 March 2023 (note 18). £140m of this facility was drawn down at 30 June 2018 
(2017: £140m). The carrying amount of bank borrowings is equal to fair value. The Group also has an accordion option with a 
maximum facility of £75m, as well as an overdraft facility of £20m.

The below analysis shows the reconciliation of net debt:

 
 

2018
£’m

2017
£’m

Net debt at 1 July 2017 and 2 July 2016 (122.1) (79.3)

Net (decrease)/increase in cash and cash equivalents (1.9) 2.9 

Effect of foreign exchange (0.5) (0.4)

Repayments of revolving credit facility 10.0 5.0 

Drawdowns on revolving credit facility (10.0) (50.0)

Loan transaction costs 0.8 — 

Change in net debt resulting from cash flows (1.6) (42.5)

Amortisation of debt issue costs (0.3) (0.3)

Movement in net debt (1.9) (42.8)

Net debt represented by 

Cash and cash equivalents (note 16) 15.0 17.4 

Non-current borrowings (note 19) (140.0) (140.0)

Net debt including unamortised debt issue costs (125.0) (122.6)

Unamortised debt issue costs 1.0 0.5 

Net debt at 30 June 2018 and 1 July 2017 (124.0) (122.1)

20 Provisions

 
 

Balance at 
 1 July 2017

£’m

Utilised in the 
period

£’m

Created in the 
period

£’m

Released in the 
period

£’m

Balance at 
 30 June 2018

£’m

Property related 1.7 (0.3) 1.2 (0.9) 1.7 

Property related provisions consist of costs associated with vacant property and dilapidations. Dilapidations are based on the 
Directors’ best estimate of the Group’s future liabilities.
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21 Issued share capital

 
 

2018
Number of 

Ordinary Shares 
of 1p each

2017
Number of 

Ordinary Shares 
of 1p each

In issue at the start of the period 202,833,931 202,833,931 

In issue at the end of the period 202,833,931 202,833,931 

 
 

2018
Number of 

shares
2018

£’m

2017
Number of 

shares
2017

£’m

Ordinary Shares of 1p each:        

Authorised 500,000,000 5.0 500,000,000 5.0

Allotted, called up and fully paid 202,833,931 2.0 202,833,931 2.0

Proceeds received in relation to shares issued during the period were £nil (2017: £nil).

22 Treasury shares

 
 

2018
Number of 

shares
2018

£’m

2017
Number of 

shares
2017

£’m

Outstanding at the beginning of the period 1,150,642 10.3 846,455 7.8 

Purchased during the period — — 500,000 4.2 

Reissued during the period in respect of share option schemes (236,007) (2.1) (195,813) (1.7)

Outstanding at the end of the period 914,635 8.2 1,150,642 10.3 

The Group acquired no shares through purchases on the London Stock Exchange during the period (2017: 500,000). 

The Group reissued 236,007 (2017: 195,813) treasury shares during the period for a total value of £2.1m (2017: £1.7m). 

Proceeds from the issue of treasury shares included in the Consolidated Statement of Cash Flows of £1.3m (2017: £0.9m) is the 
amount employees contributed.

The Group has the right to reissue the remaining treasury shares at a later date.

23 Share-based payments
As at 30 June 2018, the Group operated four share award plans:

a. Dunelm Group Share Option Plan (‘GSOP’)
b. Dunelm Group Savings Related Share Option Plan (‘Sharesave’)
c. Long Term Incentive Plan (‘LTIP’)
d. Restricted Stock Award

There were 64,329 exercisable options in total under these schemes as at 30 June 2018 (2017: 79,168).

The fair value of options granted during the period was determined using the Black–Scholes valuation model. Full disclosures 
have not been given based on the immateriality of the figures.

a) Dunelm Group Share Option Plan
The GSOP was established in December 2003. Options have a vesting period of three years from date of grant and a maximum 
life of ten years. All grants have an exercise price equal to market price at date of grant. These grants are dependent on the 
level of growth in the Group’s EPS relative to RPI as well as continuing employment with the Group.

Notes to the Consolidated  
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23 Share-based payments continued 
The number and weighted average exercise price of options under the GSOP at 30 June 2018 were as follows:

 
 

Number of 
shares under 

option
2018

Weighted 
average 

exercise price
2018

Number of 
shares under 

option
2017

Weighted 
average 

exercise price
2017

Outstanding at beginning of the period 81,658 828.0p 76,114 851.0p

Granted during the period — — 20,000 772.5p

Lapsed during the period — — (14,456) 873.0p

Outstanding at end of the period 81,658 828.0p 81,658 828.0p

No options were exercised during the period (2017: none).

b) Dunelm Group Savings Related Share Option Plan
The Sharesave scheme was established in 2006 and is open to all staff with eligible length of service. Grants are made under 
the scheme annually. Options may be exercised under the scheme within six months of the completion of each three-year 
savings contract. There is provision for early exercise in certain circumstances such as death, disability, redundancy and 
retirement.

The number and weighted average exercise price of options outstanding under the Sharesave at 30 June 2018 were as follows:

 
 

Number of 
shares under 

option
2018

Weighted 
average 

exercise price
2018

Number of 
shares under 

option
2017

Weighted 
average 

exercise price
2017

Outstanding at beginning of the period 1,276,252 659.1p 1,152,090 704.8p

Granted during the period 844,672 602.0p 759,151 618.5p

Exercised during the period (209,519) 650.5p (139,973) 696.7p

Lapsed during the period (613,248) 639.5p (495,016) 692.6p

Outstanding at end of the period 1,298,157 632.6p 1,276,252 659.1p

The weighted average share price at the time of exercise was 664.6p (2017: 758.2p).

c) Long Term Incentive Plan
The LTIP was approved by the Board in 2006, enabling the Group to award shares to particular individuals, normally in the form 
of nominal cost options. The LTIP is administered by the Remuneration Committee. Two grants were made in the period, to the 
Executive Directors and senior management. These grants are exercisable in November 2020 and February 2021, dependent 
on the level of growth in Group EPS relative to RPI, as well as continuing employment. The maximum life of options under the 
LTIP is ten years from the date of grant. Full details of this plan are included in the Remuneration Report on pages 70 to 95.

The number and weighted average exercise price of options under the LTIP at 30 June 2018 were as follows:

 
 

Number of 
shares under 

option
2018

Weighted 
average 

exercise price
2018

Number of 
shares under 

option
2017

Weighted 
average 

exercise price
2017

Outstanding at beginning of the period 1,046,375 — 772,013 — 

Granted during the period 666,804 — 532,240 — 

Exercised during the period (26,488) — (55,840) — 

Lapsed during the period (636,323) — (202,038) — 

Outstanding at end of the period 1,050,368 — 1,046,375 — 

The weighted average share price at the time of exercise was 639.0p (2017: 783.9p).
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23 Share-based payments continued
d) Restricted Stock Award
The Restricted Stock Award was approved by the Board in this financial period, enabling the Group to award shares to 
particular individuals, normally in the form of nominal cost options. The Restricted Stock Award is administered by the 
Remuneration Committee. One grant was made in the year, to Senior and Store Managers. These grants are exercisable in 
November 2020, dependent on continuing employment and fulfilment of a performance condition. The maximum life of 
options under the Restricted Stock Award is ten years from the date of grant. No Directors of Dunelm Group plc are eligible to 
receive a Restricted Stock Award.

The number and weighted average exercise price of options under the Restricted Stock Award at 30 June 2018 were as follows:

 
 

Number of 
shares under 

option
2018

Weighted 
average 

exercise price
2018

Number of 
shares under 

option
2017

Weighted 
average 

exercise price
2017

Outstanding at beginning of the period — — — — 

Granted during the period 12,800 — — — 

Exercised during the period — — — — 

Lapsed during the period (800) — — — 

Outstanding at end of the period 12,000 — — — 

No options were exercised during the period (2017: none).

Impact on income statement
The total expense/(income) recognised in the income statement arising from share-based payments were as follows:

 
 

2018
£’m

2017
£’m

GSOP — — 

Sharesave 0.1 0.5 

LTIP 0.2 (0.8)

Restricted Stock Award — — 

0.3 (0.3)

24 Commitments
As at 30 June 2018, the Group had entered into capital contracts for new stores and refits amounting to £5.7m (2017: £14.5m) 
and £1.9m (2017: nil) for intangible assets. 

The future minimum lease payments under non-cancellable operating leases were as follows:

 
 
 

2018
Motor 

vehicles
£’m

2018
Land and 
buildings

£’m

2018
Plant and 

machinery
£’m

2018
Total
£’m

2017
Motor 

vehicles
£’m

2017
Land and 
buildings

£’m

2017
Plant and 

machinery
£’m

2017
Total

£’m

Within one year 0.9 52.9 2.4 56.2 0.8 48.8 1.0 50.6 

In the second to fifth year inclusive 1.1 178.3 4.9 184.3 0.8 175.2 2.4 178.4 

After five years — 159.1 0.4 159.5 — 167.2 0.5 167.7 

  2.0 390.3 7.7 400.0 1.6 391.2 3.9 396.7 

The Group has 167 (2017: 164) operating leases in respect of properties. These leases run for periods of up to 20 years, with an 
option to renew leases on expiry. Lease payments are typically reviewed every five years.

The Group also leases a number of vehicles, shop fittings and items of computer hardware under operating leases. These vary 
in length.
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25 Contingent liabilities
The Group had no contingent liabilities at the period end date (2017: none).

26 Related parties
Identity of related parties
The Group has related party relationships with its subsidiaries and with its Directors. Transactions between the Company and its 
subsidiaries, which are related parties, have been eliminated on consolidation for the Group. A list of subsidiaries can be found 
in note 4 to the Parent Company financial statements.

Key management personnel
The key management personnel of the Group comprise members of the Board of Directors, the Executive Board and David 
Stead, the Group’s interim Chief Financial Officer.

Directors of the Company and their close relatives control 51.5% (2017: 51.4%) of the voting shares of the Company.

Disclosures relating to remuneration of Directors are set out in the Remuneration Report on pages 70 to 95. The remuneration 
of the key management personnel, excluding David Stead is set out below:

 2018
£’m

2017
£’m

Short-term employee benefits 5.7 4.3 

Post-employment benefits 0.3 0.5 

Share-based payments 0.1 (0.4)

6.1 4.4 

David Stead’s remuneration is set out below: 
 2018

£’000
2017
£’000

Short-term employee benefits 48.9 — 

Post-employment benefits 3.1 — 

52.0 — 

From time to time Directors of the Group, or their related entities, may purchase goods from the Group. These purchases are on 
the same terms and conditions as those entered into by other Group employees and values involved are trivial.

27 Ultimate controlling party
The Directors consider that the Adderley family is the ultimate controlling party of Dunelm Group plc by virtue of their 
combined shareholding.

28 Subsequent events
There are no reportable subsequent events for Dunelm Group plc.
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Parent Company Statement  
of Financial Position
AS AT 30 JUNE 2018

 
 
  Note 

30 June
2018

£’m

1 July
2017

£’m

Non-current assets      

Investments 4 52.5 52.2 

Deferred tax assets 5 0.1 0.1 

Total non-current assets 52.6 52.3 

    

Current assets     

Trade and other receivables 6 181.6 191.0 

Total current assets 181.6 191.0 

Total assets 234.2 243.3 

    

Current liabilities    

Trade and other payables 7 — (0.1)

Liability for current tax 8 — (0.3)

Total current liabilities — (0.4)

    

Total liabilities — (0.4)

Net assets 234.2 242.9 

       

Equity      

Issued share capital 11 2.0 2.0 

Share premium account   1.6 1.6 

Non-distributable reserves   7.3 7.0 

Capital redemption reserve   43.2 43.2 

Retained earnings   180.1 189.1 

Total equity attributable to equity holders of the Parent  234.2 242.9

The Company made a profit after tax of £43.1m (2017: £1.5m).

The financial statements on pages 142 to 151 were approved by the Board of Directors on 12 September 2018 and were 
signed on its behalf by:

Nicholas Wilkinson 
Director

Company number 4708277

Parent Company Statement  
of Cash Flows
FOR THE 52 WEEKS ENDED 30 JUNE 2018

There were no cash movements during the period for the Company as any cash transactions were executed by other members 
of the Dunelm Group plc Group on behalf of the Company. As a result, no statement of cash flows has been presented in these 
financial statements.
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  Note 

Issued share 
capital

£’m

Share 
premium 

account
£’m

Non-
distributable 

reserve
£’m

Capital 
redemption 

reserve
£’m

Retained 
earnings

£’m

Total 
equity

£’m

As at 2 July 2016  2.0 1.6 7.1 43.2 242.8 296.7 

Profit for the period  — — — — 1.5 1.5 

Total comprehensive income for  
the period  — — — — 1.5 1.5 

        

Purchase of treasury shares  — — — — (4.3) (4.3)

Issue of treasury shares 12 — — — — 0.9 0.9 

Share-based payments 13 — — (0.1) — (0.1) (0.2)

Current corporation tax on share 
options exercised 8 — — — — (0.1) (0.1)

Dividends 3 — — — — (51.6) (51.6)

Total transactions with owners, 
recorded directly in equity — — (0.1) — (55.2) (55.3)

As at 1 July 2017  2.0 1.6 7.0 43.2 189.1 242.9 

Profit for the period  — — — — 43.1 43.1 

Total comprehensive income for  
the period  — — — — 43.1 43.1 

        

Proceeds from issue of treasury shares 12 — — — — 1.3 1.3 

Share-based payments 13 — — 0.3 — — 0.3 

Dividends 3 — — — — (53.4) (53.4)

Total transactions with owners, 
recorded directly in equity  — — 0.3 — (52.1) (51.8)

As at 30 June 2018  2.0 1.6 7.3 43.2 180.1 234.2 

The non-distributable reserve’s purpose is to reflect movements in share-based payments in respect of awards given by the 
Parent Company to employees of subsidiaries. 

Parent Company Statement  
of Changes in Equity
FOR THE 52 WEEKS ENDED 30 JUNE 2018
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Parent Company  
Accounting Policies
FOR THE 52 WEEKS ENDED 30 JUNE 2018

General information
Dunelm Group plc is incorporated and domiciled in the UK. Dunelm Group plc is a listed public company, limited by shares 
and the company registration number is 04708277. The registered office is Watermead Business Park, Syston, Leicestershire, 
England, LE7 1AD. 

Basis of preparation
The Company financial statements have been prepared and approved by the Directors in accordance with International 
Financial Reporting Standards as adopted by the EU (‘Adopted IFRSs’) and as applied in accordance with the provisions of the 
Companies Act 2006. 

The financial statements of the Company are prepared under the historical cost convention, in accordance with the Companies 
Act 2006, applicable accounting standards and specifically in accordance with the accounting policies set out below.

Going concern
After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources to continue in 
operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the 
financial statements.

Financial income and expenses
Financial income comprises interest receivable on intercompany balances held with other Group entities.

Share-based payments
The Company operates one equity-settled, share-based compensation plan, under which the entity receives services from 
employees as consideration for equity instruments (options) of the Company. The fair value of the employee services received 
in exchange for the grant of the options is recognised as an expense. The total amount to be expensed is determined by 
reference to the fair value of the options granted:

 z Including any market performance conditions (for example, an entity’s share price);

 z Excluding the impact of any service and non-market performance vesting conditions (for example, profitability, sales growth 
targets and remaining an employee of the entity over a specified time period); and

 z Including the impact of any non-vesting conditions (for example, the requirement for employees to save)

Non-market performance and service conditions are included in assumptions about the number of options that are expected 
to vest. The total expense is recognised over the vesting period, which is the period over which all of the specified vesting 
conditions are to be satisfied.

In addition, in some circumstances employees may provide services in advance of the grant date and therefore the grant date 
fair value is estimated for the purposes of recognising the expense during the period between service commencement period 
and grant date.

At the end of each reporting period, the Company revises its estimates of the number of options that are expected to vest 
based on the non-market vesting conditions. It recognises the impact of the revision to original estimates, if any, in the income 
statement, with a corresponding adjustment to equity.

When the options are exercised, the Company either issues new shares, or uses treasury shares purchased for this purpose. For 
issued new shares, the proceeds received net of any directly attributable transaction costs are credited to share capital (nominal 
value) and share premium.

The social security contributions payable in connection with the grant of the share options is considered an integral part of the 
grant itself, and the charge will be treated as a cash-settled transaction.
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Taxation
Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognised in the income statement except to 
the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax represents the expected tax payable on the taxable income for the period, using tax rates enacted or substantively 
enacted at the balance sheet date, together with any adjustment to tax payable in respect of previous periods.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax 
is determined using tax rates (and laws) that have been enacted or substantively enacted at the balance sheet date and are 
expected to apply when the related deferred tax asset is realised or the deferred tax liability is settled.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which 
the asset can be recognised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against 
current tax liabilities and when they relate to income taxes levied by the same taxation authority on either the taxable entity or 
different taxable entities where there is an intention to settle the balances on a net basis.

Dividends
Dividends are recognised as a liability in the period in which they are approved such that the Company is obligated to pay 
the dividend.

Financial assets
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. They are included in current assets, except for maturities greater than 12 months after the end of the reporting 
period where they are classified as non-current assets. The Group’s loans and receivables comprise ‘trade and other 
receivables’ (note 6).

Trade and other receivables
Trade and other receivables are initially recognised at fair value and then carried at amortised cost, net of impairment 
provisions. 

Share capital
Where the Company purchases its own equity share capital (treasury shares) the consideration paid, including any directly 
attributable incremental costs, is deducted from equity attributable to the Company’s equity holders until the shares are 
cancelled or reissued. Where such shares are subsequently sold or reissued, any consideration received net of any directly 
attributable incremental transaction costs and the related income tax effects, is included in equity attributable to the Company’s 
equity holders.

Investments
Investments in subsidiary undertakings are stated at the adjusted cost of the investment. IFRS 2 requires the Parent Company to 
recognise an increase in the cost of its investment in a subsidiary which has issued share options in the Parent Company’s shares 
to its employees.

New standards and interpretations
No new standards, amendments or interpretations, effective for the first time for the period beginning on or after 2 July 2017, 
have had a material impact on the Parent Company.

At the balance sheet date there are a number of new standards and amendments to existing standards in issue but not yet 
effective. None of these is expected to have a significant effect on the financial statements of the Parent Company. Further 
details of these can be found in Accounting Policies in the Group’s financial statements on pages 112 to 141.
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Notes to the Parent Company  
Financial Statements
FOR THE 52 WEEKS ENDED 30 JUNE 2018

1 Income statement
The Company made a profit after tax of £43.1m (2017: £1.5m). The Directors have taken advantage of the exemption available 
under section 408 of the Companies Act 2006 and have not presented an income statement for the Company alone.

The Company is not required to give details of the fees paid to its auditor in accordance with the Companies (Disclosure of 
Auditors’ Remuneration) Regulations 2005.

2 Employee costs
The Company has no employees other than the four Executive Directors and the Non-Executive Directors. Full details of the 
Directors’ remuneration and interests are set out in the Remuneration Report on pages 70 to 95. Share-based payments details 
are given in note 13 on page 150.

The Parent Company does not receive any recharge in respect of Directors’ remuneration.

3 Dividends
The dividends set out in the table below relate to the 1 pence Ordinary Shares.

 
 

 
 

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Final for the period ended 2 July 2016 – paid 19.1 pence — 38.5 

Interim for the period ended 1 July 2017 – paid 6.5 pence — 13.1 

Final for the period ended 1 July 2017 – paid 19.5 pence 39.3 — 

Interim for the period ended 30 June 2018 – paid 7.0 pence 14.1 — 

   53.4 51.6 

The Directors are proposing a final dividend of 19.5 pence per Ordinary Share for the period ended 30 June 2018 which 
equates to £39.4m. The dividend will be paid on 7 December 2018 to shareholders on the register at the close of business on 
16 November 2018.

146 corporate.dunelm.com Stock code: DNLM                                           



4 Investments
Shares in subsidiary undertakings:

  £’m

As at 2 July 2016 52.3 

Share-based payments (0.1)

As at 1 July 2017 52.2 

Share-based payments 0.3 

As at 30 June 2018 52.5 

The following were subsidiaries as at 30 June 2018 and 1 July 2017:

Subsidiary

Proportion of 
ordinary shares 

held Nature of business

Dunelm Limited 100% Holding company

Dunelm (Soft Furnishings) Limited* 100% Retailer of soft furnishings

Dunelm Estates Limited* 100% Property holding company

Zoncolan Limited* 100% Property holding company

Fogarty Holdings Limited* 100% Non-trading company

Globe Online Limited* 100% Dormant

Achica Brand Management Limited (Registered in Cyprus)* 100% Intellectual property holding company

* Share capital held by subsidiary undertaking.

Dunelm Group plc, the Parent Company and its subsidiaries (excluding Achica Brand Management Limited) are incorporated 
and domiciled in the UK. The registered office is Watermead Business Park, Syston, Leicestershire, England, LE7 1AD. 

Achica Brand Management Limited was incorporated in Cyprus on 27 June 2011 as a private limited liability company under 
the provisions of the Cyprus Companies Law, Cap. 113. Its registered office is at 28 Oktovriou, 261, View Point Tower, 3035, 
Limassol, Cyprus.

5 Deferred tax assets
 Assets

 
 

2018
£’m

2017
£’m

Employee benefits 0.1 0.1 

The movement in deferred tax assets is as follows:

 
 

Balance at 
2 July 2016

£’m

Recognised in 
income

£’m

Recognised in 
equity

£’m

Balance at 
1 July 2017

£’m

Employee benefits 0.2 (0.1) —  0.1 

 
 

Balance at 
1 July 2017

£’m

Recognised in 
income

£’m

Recognised in 
equity

£’m

Balance at 
30 June 2018

£’m

Employee benefits 0.1  — —  0.1 
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6 Trade and other receivables
 
 

2018
£’m

2017
£’m

Amounts owed by group undertakings 181.6 191.0 

181.6 191.0 

Amounts owed by subsidiary undertakings are immediately repayable. Interest is charged monthly on all intercompany 
balances at an annual rate of 2%.

These amounts pose no liquidity or credit risk as they are owed by other group undertakings and are expected to be settled by 
group transactions.

7 Trade and other payables
 
 

2018
£’m

2017
£’m

Other taxation and social security — 0.1 

— 0.1 

8 Taxation
2018 

52 weeks
£’m

2017 
52 weeks

£’m

Current taxation    

UK corporation tax charge for the period — 0.2 

 — 0.2 

Deferred taxation  

Origination of temporary differences — 0.1 

 — 0.1 

Total tax expense — 0.3 

The tax charge is reconciled with the standard rate of UK corporation tax as follows:

2018 
52 weeks

£’m

2017 
52 weeks

£’m

Profit before taxation 43.1 1.8 

UK corporation tax at standard rate of 19% (2017: 19.75%) 8.2 0.4 

Factors affecting the charge in the period:   

 Non-deductible expenses — (0.1)

 Income not subject to tax (8.0) — 

 Group relief (0.2) — 

Tax charge — 0.3 

The UK Government substantively enacted a reduction in future tax rates by 1% from 1 April 2017 to 19% and a further 1% 
reduction to 18% from 1 April 2020. In September 2016, the Government substantively enacted a further 1% reduction in 
corporation tax to 17% from 1 April 2020.
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9 Interest bearing loans and borrowings
The Company has no committed borrowing facilities as any cash transactions are executed by other members of the Dunelm 
Group on behalf of the Company.

10 Financial risk management
Capital management
The Board’s objective with respect to capital management is to ensure the Company continues as a going concern in order to 
optimise returns to shareholders. The Board’s policy is to retain a strong capital base so as to maintain investor, creditor and 
market confidence and to sustain future development. The Board regularly monitors the level of capital in the Group to ensure 
that this can be achieved.

11 Issued share capital

 
 

Number of 
Ordinary 

Shares of 1p 
each

2018

Number of 
Ordinary Shares 

of 1p each
2017

Number of 
B Shares of 

0.001p each
2018

Number of B 
Shares of 0.001p 

each
2017

In issue at the start of the period 202,833,931 202,833,931 — — 

In issue at the end of the period 202,833,931 202,833,931 — — 

Proceeds received in relation to shares issued during the period were £nil (2017: £nil). 

 
 

2018
Number of 

shares
2018

£’m

2017
Number of 

shares
2017

£’m

Ordinary shares of 1p each:        

Authorised 500,000,000 5.0 500,000,000 5.0

Allotted, called up and fully paid 202,833,931 2.0 202,833,931 2.0

The holders of the Ordinary Shares are entitled to receive dividends as declared and are entitled to one vote per share.

12 Treasury shares

 
 

2018
Number of 

shares
2018

£’m

2017
Number of 

shares
2017

£’m

Outstanding at the beginning of the period 1,150,642 10.3 846,455 7.8 

Purchased during the period — — 500,000 4.2 

Reissued during the period in respect of share option schemes (236,007) (2.1) (195,813) (1.7)

Outstanding at the end of the period 914,635 8.2 1,150,642 10.3 

The Group acquired no shares through purchases on the London Stock Exchange during the period (2017: 500,000). 

The Group reissued 236,007 (2017: 195,813) treasury shares during the period for a total value of £2.1m (2017: £1.7m). 

Proceeds from the issue of treasury shares included in the Consolidated Statement of Cash Flows of £1.3m (2017: £0.9m) is the 
amount employees contributed.

The Group has the right to reissue the remaining treasury shares at a later date.
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13 Share-based payments
As at 30 June 2018, the Company operated one share award plan:

 z Long Term Incentive Plan (‘LTIP’)

There were no exercisable options under this scheme as at 30 June 2018 (2017: nil).

Long Term Incentive Plan
The LTIP was approved by the Board in 2006, enabling the Group to award shares to particular individuals, normally in the form 
of nominal cost options. The LTIP is administered by the Remuneration Committee. One grant was made in the period, to the 
Executive Directors and senior management. This grant is exercisable in February 2021, dependent on the level of growth in 
Group EPS relative to RPI, as well as continuing employment. The maximum life of options under the LTIP is ten years from the 
date of grant. Full details of this plan are included in the Remuneration Report on pages 70 to 95.

The fair value of options granted during the period was determined using the Black–Scholes valuation model. The significant 
inputs into the model are detailed below. The volatility is measured at the standard deviation of share returns based on the daily 
share price over the 20 days prior to the grant date.

The fair value per option granted and the assumptions used in the calculations are as follows:

 
February 

2018
October 

2015
October 

2013

Share price at date of grant 584.0p 942.5p 876.5p

Volatility 29.00% 31.90% 39.85%

Dividend yield 4.0% 4.0% 4.0%

Option life 3 years 3 years 3 years

Risk-free interest rate 1.02% 1.00% 1.35%

Discount factor, based on dividend yield to vesting date 0.670 0.669 0.670

Fair value of option 391.4p 631.0p 587.4p

The fair value of additional options granted and the assumptions used in the calculations are as follows:

 
October 

2013

Share price at date of grant 876.5p

Volatility 32.78%

Dividend yield 4.0%

Remaining option life 15 months

Risk-free interest rate 1.40%

Discount factor, based on dividend yield to vesting date 0.718

Fair value of option 629.5p
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13 Share-based payments continued
The number and weighted average exercise price of options under the LTIP at 30 June 2018 is as follows:

 
 

Number of 
shares under 

option
2018

Weighted 
average 

exercise price
2018

Number of 
shares under 

option
2017

Weighted 
average 

exercise price
2017

Outstanding at beginning of the period 418,904 — 279,320 — 

Granted during the period 170,000 — 170,000 — 

Exercised during the period (26,488) — (7,470) — 

Lapsed during the period (427,036) — (22,946) — 

Outstanding at end of the period 135,380 — 418,904 — 

The total expense recognised in the income statement arising from share-based payments is as follows:

 
 

2018
£’m

2017
£’m

LTIP — 0.3 

14 Contingent liability
The Company and certain subsidiaries have given joint and several guarantees in connection with all bank facilities provided by 
the Group’s principal bankers.

15 Related party disclosure
The amount due to the Company from subsidiary undertakings is set out in note 6. Transactions between the Company and its 
subsidiaries were as follows:

 
 

2018
£’m

2017
£’m

Dividends received 42.0 — 

Net interest received 3.9 4.3 

45.9 4.3 

Key management personnel
All employees of the Company are key management personnel including David Stead, the Group’s interim  
Chief Financial Officer.

Directors of the Company and their close relatives control 51.5% (2017: 51.4%) of the voting shares of the Company.

Disclosures relating to the remuneration of Directors are set out in the Remuneration Report on pages 70 to 95. Disclosures 
relating to the remuneration of David Stead are set out in note 26 in the Group’s financial statements.

16 Subsequent events
There are no reportable subsequent events for Dunelm Group plc. 
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